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Room 451, Justice Building, 
January 7, 1957, 


The Honourable Stuart S. Garson, Q.C., 
Minister of Justice, 
Ottawa, Ontario. 


Sir: 


I have the honour to submit to you herewith the report of 
the Restrictive Trade Practices Commission dealing with the sugar 
industry in Western Canada and the proposed merger of The Manitoba 
Sugar Company Limited with The British Columbia Sugar Refining 
Company Limited through share acquisitions by the latter, 


The matter was brought before the Commission by the 
submission of a statement of the evidence obtained in the inquiry by 
the Director of Investigation and Research under the Combines 
Investigation Act and has been dealt with in accordance with the 
provisions of Sections 18 and 19 of the Act, 


Evidence and argument in regard to the Statement of 
Evidence were heard by the Commission at Winnipeg, Manitoba 
between August 20 and 27, 1956. Messrs. R. M. Davidson and 
J. J. Quinlan appeared on behalf of the Director of Investigation and 
Research and Messrs, C. V. McArthur, Q.C., and R. H. Tupper, 
Q.C. appeared on behalf of The British Columbia Sugar Refining 
Company Limited. Mr. J. A, MacAulay, Q.C. appeared on behalf 
of certain Manitoba shareholders of The Manitoba Sugar Company 
Limited, 


Professor J, C. Weldon, Department of Economics, 
McGill University, served as economic consultant to the 
Commission in this inquiry and his able services are hereby 
acknowledged. 


Yours faithfully, 


C. Rhodes Smith, 
Chairman 
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CHAPTER’ I 


INTRODUCTION 


1, Reference to the Commission 


This inquiry, which was made by the Director of 
Investigation and Research, was brought before the Restrictive 
Trade Practices Commission by the submission of a statement of 
the evidence obtained in the inquiry in accordance with Section 18 of 
the Combines Investigation Act, 


Also in accordance with Section 18(1) of the Act, when 
the Statement of Evidence, which was dated July 5, 1956, was 
submitted to the Commission, it was submitted at the same time by 
the Director to The British Columbia Sugar Refining Company, 
Limited, against whom allegations were riade therein, 


The situation giving rise to the immediate inquiry was 
indicated by the Director to be the reported acquisition by The 
British Columbia Sugar Refining Company, Limited of a substantial 
interest in The Manitoba Sugar Company Limited, Since 1931, 
Canadian Sugar Factories Limited, which refines beet sugar in 
Alberta, has been operated as a wholly-owned subsidiary of The 
British Columbia Sugar Refining Company, Limited, 


2. Description of Sugar Companies in Western Canada 


The three sugar companies mentioned above are 
described in the Statement of Evidence as follows: 


"The British Columbia Sugar Refining Company Limited 
(hereinafter referred to as B.C.S.R. ) - The Company was 
incorporated on March 26, 1890 as a provincial company, The 
original plant was constructed in Vancouver in the same year, 
Throughout its history the Company has been the only refiner 
of sugar in the Province of British Columbia, On June 7, 1920 
the incorporation was changed from a provincial to a dominion 
incorporation, In 1931, the Company acquired Canadian Sugar 
Factories Limited by purchase from its former owners, It 
now owns all the shares of this subsidiary. In 1934 two 


See 
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wholly-owned sales subsidiaries were incorporated: ite 
British Columbia Sugar Refining Company (Alberta) Limited 
and The British Columbia Sugar Refining Company (Sask. ) 
Limited, Of the shares of The British Columbia Sugar 
Refining Company, Limited, 99.6% are owned by B. C. Sugar 
Refinery, Limited which is a public company though the shares 
are not listed on any stock exchange. 1 With few exceptions 
most of the shares are held in small blocks by about 1, 600 
shareholders, Some 28% of the shares are held by residents 
of the United States and Great Britain, The present rated 
capacity of the Vancouver plant is 1,100, 000 pounds of raw 
sugar melted per day, which is roughly equivalent toa 
production capacity of 290,000,000 pounds of refined sugar 


per year, 


Canadian Sugar Factories Limited (hereinafter referred to as 
C.S.F.) - The first attempt to establish the beet sugar industry 
in Alberta was made by the Knight Sugar Company Limited which 
built a small factory at Raymond, Alberta in 1904 [1903]. The 
operation failed, the factory did not operate after 1913, and the 
machinery was subsequently moved to the United States, In 
1925, one of the factories which the Utah-Idaho Sugar Company 
in the United States was compelled to move out of Yakima 
Valley in Washington, owing to a disease affecting sugar beets 
in the area, was rebuilt at Raymond and started operation under 
the name of Canadian Sugar Factories Limited and as a wholly- 
owned subsidiary of the Utah-Idaho Sugar Company. In 1931, 
Canadian Sugar Factories Limited was sold to The British 
Columbia Sugar Refining Company Limited. Subsequently the 
Raymond factory was modernized and its capacity almost 
doubled, In addition Canadian Sugar Factories Limited built 

a new factory at Picture Butte, Alberta in 1936 and another 
new factory at Taber, Alberta in 1950. The head office of 
Canadian Sugar Factories Limited is now in Vancouver, The 
present rated capacity of the factory in Raymond is 1,550 tons 
of beets sliced per day, of the factory in Picture Butte, 1, 850 
tons of beets daily, and of the factory in Taber, 2,200 tons per 
day. On the basis of an operating period of 110 days, this is 
roughly equal to a combined production capacity of 185,000, 000 
pounds of refined sugar per year, 


See: Annual report to shareholders of The British Columbia 
Sugar Refining Company Limited, Septémber 30, 1952, 


At the hearing before the Commission the President of the 
Company stated in evidence that as a practical matter the 
annual total capacity would be considerably less, 


papas at 


The Manitoba Sugar Company Limited (hereinafter referred to as 


Manitoba Sugar) - The Company was originally incorporated 
under provincial statute on January 23, 1925, but no plant was 
built and no operations began until 1940. For a short period 
beginning in 1949, the Company undertook the refining of cane 
sugar as well as beet but cane refining was discontinued. In 
April, 1955, a substantial stock interest in the Company was 
purchased by The British Columbia Sugar Refining Company 
Limited. Daily capacity of the factory at Fort Garry at the 
present time is 2, 400 tons of sugar beets. This is equal toa 
production capacity of roughly 80, 000, 000 pounds of refined 
sugar per year." 


3. Conduct of the Inquiry 


Prior to the submission of the Statement of Evidence no 
hearings had been held in this inquiry for the taking of evidence but 
numerous documents had been secured during visits by representatives 
of the Director to business premises of sugar companies and to the 
offices of certain brokers for refined and raw sugar. Information was 
also secured by the Director by way of written returns from sugar 
companies under the authority of the Act. Documents selected from 
the records of sugar companies and brokers and taken away for copy- 
ing were marked with code letters to identify the premises on which 
they were found and with numbers. In this report any of such docu- 
ments which are referred to will be designated by such code letters 
and numbers. The list of code letters indicating the respective 
premises is as follows: 


AMF - The British Columbia Sugar Refining Company, 
Limited, Vancouver 

ATH - Canadian Sugar Factories Limited, Raymond, 

_ Alberta 

AOJ - The Manitoba Sugar Company Limited, Fort Garry, 
Manitoba 

ASC - Donald H. Bain Limited, Winnipeg 

ASA - Grant, Atkinson and Blair, Winnipeg 

ATF - Czarnikow (Canada) Limited, Montreal 


By an order dated July 16, 1956 the Commission fixed 
Monday, August 20, 1956 at 10 o'clock in the forenoon, in the city of 
Winnipeg, Manitoba, as the date, time and place at which argument 
in support of the Statement of Evidence could be submitted and 
at which persons concerned in the inquiry would be allowed full 
opportunity to be heard in person or by counsel, in conformity with 
Section 18(2) of the Combines Investigation Act. In giving notice 
thereof, the Commission further informed the parties that at the 
hearings they would have the opportunity of calling any witnesses 
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or of submitting additional documentary evidence. 


At the hearings at Winnipeg, which began on August 20 


and concluded on August 27, the following appearances were entered: 


Ri 
J. 


C, 
R, 


M. Davidson for Director of Investigation and 
J. Quinlan Research; 

V. McArthur, Q.C. for The British Columbia Sugar 
He Doppers 1. CG: Refining Company, Limited; 

A, MacAulay, Q.C. for certain Manitoba shareholders 


of The Manitoba Sugar 
Company Limited. 


Before argument was heard by the Commission the 


following witnesses were examined and certain exhibits were 


received: 

A. M. Robertson Vice-President and Secretary, The 
British Columbia Sugar Refining 
Company, Limited. 

Forrest Kovers President and Managing Director, 
The British Columbia Sugar 
Refining Company, Limited. 

Ly Gy Wood Director of Canadian Sugar 
Factories Limited and formerly 
General Manager, 

J. A. MacAulay, Q.C. Chairman of the Board, The 
Manitoba Sugar Company Limited. 

J. S. McDiarmid Sales Manager, The Manitoba 
Sugar Company Limited. 

A. J. Smale Vice-President and General 
Manager, Donald H. Bain Limited. 

Pe Aer President of the Alberta Sugar Beet 
Growers Association, also former 
President of National Sugar Beet 
Growers and Producers, 

L, Dusessoy Secretary of the Manitoba Sugar 
Beet Growers Association, 

W. S. Forrester 


Vice-Chairman of the Manitoba 
Sugar Beet Growers Association, 


ye 


D. Pow Froebe Associate Director of the Manitoba 
Sugar Beet Growers Association 
and Second Vice-President of the 
National Sugar Beet Growers and 
Producers, 


L, R. Jensen President of the Alberta Sugar 
Beet Growers Association and 
First Vice-President of the 
National Sugar Beet Growers and 


Producers, 
E. Moeller Beet grower, Teulon, Manitoba, 
R. D. Robertson Minister of Public Works, 


Government of Manitoba and 
formerly Minister of Agriculture, 
Government of Manitoba, 


Jew Tee Tully ' President of the Manitoba Sugar 
Beet Growers Association, 


4, Allegations 


The following are the particulars of allegations set out in 
the Statement of Evidence: 


NGS Pa BUG Sek. by weason of therlimited importanceor 
products competitive with sugar, the tariff protection afforded 
the Canadian sugar refining industry, arrangements among 
producers in certain sugar producing countries respecting sales 
of refined sugar to Canada, the location of its cane sugar 
refinery, complete control of C. S, F., the obstacles con- 
fronting new entrants, and B.C.S.R.'s relations with sugar 
refineries in Eastern Canada, has for many years enjoyed a 
dominant position in the manufacture, distribution and sale of 
refined sugar throughout the greater part of Western Canada. 


69a 7 OnrApra lila 1955 BSG SiR. Scquiredsuificrent 
shares in Manitoba Sugar to give it effective control, This had 
the result of extending the dominant position of B.C.S.R. and 
completely eliminating the competition of its most important 
rival in the market in Western Canada. 


70, Manitoba Sugar was located in an area where the 
markets of eastern and western refiners met and overlapped, 
Each of these markets was characterized by a rigid price 
structure of its own, Because the selling activities of eastern 


ne: ee 


and western refiners met in Manitoba and Saskatchewan, more 
competition was possible here than elsewhere throughout the 
country, Manitoba Sugar, asa third factor in the area, a beet 
sugar refiner whose production had to be disposed of each year 
kept alive a considerable amount of competition in a degree 
disproportionate to its mere size. 


71, Manitoba Sugar, because of its increased capacity 
and increasing production, prior to the acquisition by SpGro, h., 
was becoming a more important.competitive factor, vMioreovers; 
it was expected by B.C.S.R. that the opening of the ac 
Lawrence Seaway, together with increased production in 
Eastern Canada, would encourage increased shipments of 
Eastern sugar into Manitoba, with the effect of forcing 
Manitoba Sugar to seek outlets further west and making it a still 
more important competitive factor, in relation to B.C.S,R. 
The elimination of Manitoba Sugar as an independent organiza- 
tion will, therefore, prevent the increased competition which 
was likely to be effective in the future, 


72. Inthe light of themotives of B.C.S.R. in acquiring 
Manitoba Sugar, as disclosed in the documents and reviewed in 
this Statement, it is likely that the production of Manitoba 
Sugar will be curtailed, in favour of that of B.C.S.R. and 
C.S.F. below the level it would have attained had ordinary 
economic forces been permitted to operate. 


73, The acquisition of a substantial interest in Manitoba 
Sugar by B,C.S.R. has removed the downward pressure on 
prices and costs formerly exerted by the competition of the 
Manitoba Company and consequently has protected still further 
and will continue to protect a price level already insulated from 
competition to an unusual degree for the reasons given in 
Paragraph 68, This price level is based upon a refiner's 
margin in Vancouver and a level of earnings which in the 
clrcumstances are already more than adequate, 


74, The effect of the acquisition is to impose upon con- 
sumers in those areas in Western Canada where the competition 
of Manitoba Sugar directly or indirectly made itself felt, or 
was likely to make itself felt, the burden of paying higher than 
competitive prices for sugar consumed directly, and in the 


purchase of those processed products in which sugar is an 
important ingredient, 


| 75, The effect of the acquisition is also to impose a 
similar hardship upon food processors and other manufacturers 
who are thereby placed ata disadvantage in competing against 
imported products of like character and in competing against 
different goods for the consumer's favour, 


ir 


76, For the reasons stated, it is alleged that the 
acquisition of a substantial interest in Manitoba Sugar by 
B.C.S.R. constitutes a combine within the meaning of the 
Combines Investigation Act, being, in this case, a merger, 
trust or monopoly which has operated and is likely to operate 
to the detriment and against the interest of the public," 


5, Position Taken by B.C.S.R. with Respect 
to the Allegations 


In order to assist the Commission in its consideration of 
the matters which would be dealt with in argument, B.C.S.R. was 
requested to submit in advance of the hearings, if possible, a state- 
ment indicating the position taken with respect to the facts and 
conclusions set out in the Statement of Evidence. A comprehensive 
statement was submitted to the Commission on behalf of B.C.S.R. 
and the position taken by the company was further indicated in the 
remarks of counsel at the opening of the hearings in Winnipeg. With 
respect to the particulars of allegations the following were the main 
points on which issue was taken: 


L The evidence in the inquiry does not support the allega- 
tions and at no time was B.C.S.R. a party or privy to or did it 
knowingly assist in the formation of a combine within the 
meaning of the Combines Investigation Act, 


e. It is not shown in the evidence nor can it be inferred that 
the acquisition of shares of Manitoba Sugar by B.C.S.R. has 
operated or would be likely to operate to the detriment of the 
public, 


a3 The acquisition of shares of Manitoba Sugar by B.C.S.R. 
has been and will be beneficial to the public, to sugar beet 
growers in Manitoba, to Manitoba Sugar and all those working 
for or connected with the operations of the company. 


The submission on behalf of B.C.S.R. contained the 
following in answer to the separate paragraphs of the particulars of 
allegations, the numbers corresponding to the number of the paragraph 
in the Statement of Evidence: 


"68, The reasons for the important, but not dominant, position 
of B.C.S.R. inthe Western Canadian market, are its having 
been the first to manufacture refined cane sugar in British 
Columbia, and beet sugar on a large scale in Alberta; its having 
maintained a price which was competitive in British Columbia 
against offshore cane sugar and on the prairies against other 
sugar refiners, a price which by reason of efficient operation 


6: a 


has given it a fair return, not against public interest. It has 
had and has no improper relations with sugar refineries in 
Eastern Canada or elsewhere, 


69, Its acquisition of shares in Manitoba Sugar did not give 

it effective or any control of that Company in which it holds a 
minority interest. That Company has never been its most 
important rival in the market in Western Canada, B.C.S.R. 
has always recognized the pre-eminent position and advantages 
of Manitoba Sugar in Manitoba, Its most important rivals in 
that market and in Western Canada are the Eastern Refiners 
with whom it competes for the surplus consumption in Manitoba 
which Manitoba Sugar cannot supply. It is further submitted 
that complete ownership of the shares of Manitoba Sugar 
Company by B.C.S.R. would not work to the detriment of the 
public, 


70, Such competition as existed in the area in which sugar has 
been sold by Manitoba Sugar Company will not disappear, but, 
on the contrary it is intended that Manitoba Sugar Company 
should be maintained as a separate and distinct entity with no 
change in its selling policy which would effect [sic] competition 
within the area in which it is now disposing of its sugar, 


‘e's B.C.S.R. does expect increased competition with Eastern 
Refiners following expansion of their production and the com- 
pletion of the St. Lawrence Seaway - a competition which if not 
met might drive it out of Manitoba and Saskatchewan markets. 

It was not to eliminate the competition of Manitoba Sugar which 
will always, while adequately financed and managed, be able to 
dispose of its production in Manitoba and Saskatchewan but 
largely to assist in combating the competition of Eastern 
refiners that it acquired an interest in Manitoba Sugar, 


(rc? The allegation that it will be likely to curtail production 
of Manitoba sugar is against history, reason, the interests of 
B.C.S.R.'s commercial morality and its undertaking to this 
Commission, The advantage of Manitoba Sugar to BoGrSvh. 
lies largely in its ability to market all its production in 
Manitoba against Eastern competition, and, if adequately 
Supported, even in a time of price war, 


figs 2 There has been no removal of a downward pressure on 
Prices and costs through B,C.S.R.'s acquisition of a share 
interest in Manitoba Sugar, nor has any evidence of such a 


removal (either relating to prices or costs 


) been given in the 
statement, 


The same price system has obtained before and 
after the acquisition, 


BYvG, SR. + will continue its endeavours 
to reduce costs, 


ee The price level is not insulated from 
competition, which competition appears clearly in the tables 


ss 


set out in the Statement, The refiner's margin and earnings 
of B.C.S,R. are not more than adequate, 


74, Consumers of sugar and of products in which sugar is an 
important ingredient in areas where Manitoba Sugar sold its 
products will continue to enjoy competitive prices, due to the 
prime competition of sugar from Eastern Canada, 


rhe It is not understood how the acquisition of shares in 
Manitoba Sugar by B.C.S.R. imposes any hardship upon food 
processors, and other manufacturers, and how they are 
thereby at a disadvantage in competing against other products, 
It is submitted that this is irrelevant in this inquiry, 


76, For the reasons given herein it is alleged that the 
acquisition by B.C.S.R. of shares in Manitoba Sugar does not 
constitute a combine as alleged, or that it has operated and is 
likely to operate to the detriment and against the interest of 
the public, The facts submitted establish that since such 
shares were acquired there has been nothing done to the 
eetriment or against the interest of the public. For the 
reasons given it is apparent that nothing of such character 

is likely to be done. *' 


Sora Lie i 


THE SUGAR REFINING INDUSTRY IN CANADA | 


1, Early History of Sugar Refining in Canada 


From historical information contained in the Statement 
of Evidence it appears that the first cane sugar refinery in Canada 
began operations in Montreal in 1854 and was followed by several 
others, including one refinery in Halifax, From 1876 to 1879 the 
refineries in Canada were closed owing to import competition but in 
the latter year Canada imposed a countervailing duty against the 
bonused exports of other countries and the refining of sugar was 
resumed at Montreal and Halifax, 


The first attempts to establish a beet sugar refining 
industry in Canada were made in Quebec in 1881 when factories were 
constructed at Farnham, Berthierville and Coaticook, Production, 
however, was carried on for only a few seasons, The factory at 
Coaticook was given up by 1883 and while efforts were made from 
time to time to re-open the other factories, such efforts appear to 
have ceased by 1896, The re-establishment of a beet sugar industry 
in Quebec was not accomplished until 1944 when, with provincial 
government support, a factory was set up at St. Hilaire, about 20 
miles east of Montreal, 


Beet sugar production was undertaken in Ontario in 
1902 when four factories were built at Wallaceburg, Dresden, 
Kitchener and Wiarton, but only at Wallaceburg has sugar refining 
persisted, The plant at Wallaceburg was adapted to the production 
of cane sugar as-well and this permitted a longer operating period, 
In 1916, the company operating the Wallaceburg plant established a 
sugar beet factory at Chatham, Ontario which has been maintained, 


As has already been indicated in the description of 
C.S.F., beet sugar production was first attempted in Alberta in 
1903 but the initial undertaking was given up prior to the First 
World War and production was not again attempted until 1925 when 
a factory was set up at Raymond, Alberta for a second time, 
Another factory was built at Picture Butte, Alberta in 1936 anda 
third one at Taber, Alberta in 1950, 


a te 


eh 


2. Capacity of Sugar Refineries in Canada 


There are seven companies engaged in producing refined 
sugar in Canada, whose operations are carried on at eleven plants, 
Of these plants, four are classed as cane sugar refineriéé, six as 
beet sugar factories and one as a cane-beet factory. The location 
and daily capacity of these plants are given below: 


Province and Municipality Company Daily Capacity 
British Columbia 
Vancouver The British Columbia A LUO O 0G ai Es 


Sugar Refining raw sugar 
Company, Limited 


Alberta 
Raymond Canadian Sugar 1,550 tons.of 
Factories Limited beets sliced! 
Picture Butte J L, 850 tonsvat 
beets 
Taber Ht 2,200 tons of 
beets 
Manitoba 
Fort Garry The Manitoba Sugar 2,400 tons of 
Company Limited beets 
a ee ee ee 
Le On the basis of an Operating period of 110 days, the 


combined capacity of the three Alberta factories would 


equal roughly 185, 000,000 lb. of refined sugar per 
year, 


a. On the same basis as above this would represent roughly 
a capacity of 80,000,000 lb, of refined Sugar per year, 


Ontario 


Chatham 


Wallaceburg 


Quebec 


ot. Hilaire 


Montreal 


Montreal 


New Brunswick 


Saint John 


Bo ae 


Canada and Dominion 
Sugar Company Limited 


iW 


Quebec Sugar Refinery 


Canada and Dominion 
Sugar Company Limited 


The St. Lawrence 
Sugar Refineries 
Limited 


Acadia-Atlantic Sugar 
Refineries Limited 


3,000 tons of 
beets! 


2,500 tons of 
beets, 4 alter- 


natively 
1.050; 000<ib. 
raw sugar 


1,500 tons of 
beets 


2, 400, 000 lb. 
raw sugar 


1,500,000 lb. 
raw sugar 


1,500; 000 4b, 
refined sugar 


It is difficult to make any estimate as to the annual re- 
fining capacity of Canadian cane and sugar beet refineries because of 


the variations caused by weather and yield in the operation of sugar 


beet factories and the lack of definite information as to the length 


of time cane refineries can be operated without interruption. 


NS The combined beet capacity of the Chatham and Wallaceburg 
factories would be roughly 180,000,000 lb. of refined sugar. 


c. Roughly equal to a production capacity of 50,000,000 lb. of 
refined sugar per year, 


of 


of 


In the 


. 7 The company also controls a refinery at Woodside, N.S. which 
had a daily capacity of 1,250,000 lb. but which has been 


inactive since 1942, 


4, In addition to mechanical problems, cane sugar refineries at 


inland ports must also provide for operations during period of 


closed navigation during winter months, 


ate 


Statement of Evidence the overall capacity of Canadian sugar refineries 
is given as 2,440 million pounds per year. This total is apparently 
based on 285 days! operation of cane sugar refineries and 110 days' 
operation of beet sugar factories, excluding the Wallaceburg plant 
which was rated on the basis of its cane sugar capacity, According to 
the evidence of Forrest Rogers, President of B,.C.S,R., a more 
appropriate basis for estimating annual capacity of a cane sugar 
refinery would be to take 225 operating days a year. 1 This probably 

is a somewhat conservative figure as it is based on a 5-day week 

with complete shutdown for employees! holidays and for annual 


overhaul, 


3, Production and Consumption of Sugar in Canada 


Table 1 shows the production of cane and beet sugar in 
Canada for the period 1926 to 1955, and also the proportion which 
the production of beet sugar has formed of the total in each year, 


- Hearing, pp. 169-170. 
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Table 1 - Production of Refined Sugar in Canada, 1926-55 


Year 


1926 
L927 
1928 
1929 
1930 
A934 
1932 
L033 
1934 
1935 
L936 
193-4 
1938 
1939 
1940 
14) 
1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949 
1950 
1951 
1952 
L953 
1954 
1955 


Source: 


Dominion Bureau of Statistics, The Sugar Refining Industry. 


(Thousands of Pounds) 


1,068, 394 70,388 1,138,782 
918,164 60,969 979, 133 
862,964 64, 653 927, 617 
862,502 69, 399 931,901 
848, 233 94, 625 942, 858 
891,000 107,139 998, 139 
812,482 a2 017 944, 499 
740,198 131, 393 871,590 
774, 760 114,003 888, 763 
849, 160 119, 858 969,018 
937,225 156, 066 1,093,291 
905,113 120, 440 1,025,553 
900, 449 143,014 1,043, 463 
987, 266 169, 320 1, 156, 587 
943, 205 213,603 1,156, 807 

1,010, 874 215, 879 12264753 
612,052 189, 067 801,119 
741,289 129, 268 870, 557 
852, 299 165,319 L0.17,/618 
816,692 163, 838 980, 530 
754, 166 205, 780 959, 945 
928, 447 156, 263 1,084, 710 

1,182,498 175, 641 1,358, 139 

1,161,058 224, 854 1,385,912 

L227 £664: 300,185 1,527, 950 

1,062, 684 247, 753 1,310, 437 

V1 22 B01 298, 245 1 420 raz 

1,103,991 245,476 1, 349, 467. 

1,208,477 232,075 1,440,551 

1, 303, 615 274, 517 1, 578,132 


= 


% of Beet 


— 
~] 
RYE NO ODN OBDKHRANANARDAUAANANWHRDWK ON OCHKHONN 


Although the proportion of beet sugar to total production 
shows considerable variation over the period, the long-run trend 

appears to be upward. 
years was affected, of course, by the allocation of raw sugar among 
Allied countries, 


The production of cane sugar during the war 


The available supply of refined sugar for the same years 


246° 3 
is shown by the figures in Table 2 which include imports and exports 
of sugar as well as domestic production, 

Table 2 - Domestic Disappearance of Refined Sugars, 1926-55 


(Thousands of Pounds) 


Imports (Includes 
Raw Sugar Imported 
by Other Than 


Domestic 
Disappear- 


Year Production ance 

1926 bigs. 7S2 20572 8S 884, 117 
1927 979. 135 LOS ag S13, 2035 
1928 927,617 48, 140 ee Ps low Gi 
1929 931,901 26, ou 944, 964 
1930 942, 858 LASOL5 vt il Were 15 6 
1931 993, 139 14, 938 1 003390" 
1932 944, 499 9,048 poe rei 
1933 871,590 17,994 859,055 
1934 888, 763 10, 687 883,181 
1935 969,018 a7607 969,502 
1936 L, 093,291 DOTS 1,094, 464 
1937 1 045,556 2, 466 1,030, 664 
1938 1,043, 463 EP ora: 1, 050.435 
1939 1, 156,587 1, 804 Ll O22 
1940 1,156,807 486 1,174, 143 
1941 L226) 739 1 9007 1,242, 881 
1942 S01 219 16, 143 800,557 
1943 S10 557 Daag 883, 764 
1944 L,Ol7, 65S 16, 395 1,015, 405 
1945 930,530 44,780 947, 136 
1946 959, 945 2,098 9%3, 428 
1947 1,084, 710 2,296 1,100, 486 
1948 1, 358, 139 1,074 1,373, 240 
1949 1,385,912 1,690 Fee 8! ame ays 
1950 1,527, 950 21,004 1,519,596 
1951 by 310.437 rip Wi: 1,334;7202 
1952 ee a ee ees 10, 638 1,457, 462 
1953 1, 349, 467 4,600 1,389, 049 
1954 1,440,551 628 1, 467, 365 
1955 L578; 132 ae, o05 1,608, 252 

Source: 


Dominion Bureau of Statistics, 


The Sugar Refining Industry, 
ae alanis bic nen Meni sides oY 


me: aoe 


Included in the import figures in the above table are the 
amounts of raw sugar imported by wine producers for use in that 
industry. While imports also show considerable variation over the 
years, only in one of the early years shown in the above table did they 
exceed 5 per cent of the Canadian production. The sharp reduction in 
imports after 1931 followed the establishment of a fixed valuation for 
duty purposes under Customs regulations. This fixed valuation was 
suspended during the war and has not been re-introduced. In most 
years exports have been a relatively small factor in Canadian sugar 
trade. 


The per capita consumption of sugar in Canada appears to 
be very stable and the enlargement of supply is necessitated to 
provide for the needs of an expanding population. It was stated in the 
inquiry that per capita consumption for a considerable period has been 
about 96 pounds per year and if the estimated population for 1954 is 
taken the figure for that year would be approximately 96.5 pounds. Of 
course, the per capita figures for various parts of Canada would be 
affected by the location of the principal industries consuming sugar in 
manufacturing, such as the biscuit and confectionery industry, the 
carbonated beverage industry, the fruit and vegetable preparation 
industry and the bread and other bakery products industry. These four 
industries are reported to account for over 80 per cent of all sugar 
used in manufacturing in Canada. The following table was presented 
in the Statement of Evidence to show the amount of refined sugar used 
in manufacturing in Canada in some recent years. 


Table 3 - Disposal of Refined Sugar in Canada, 1950-53 


(Thousands of pounds) 


Available for 
Direct Consumptio 


Consumed in Manufacturing 


599,505 806, 991 
581,708 791, 345 
616,582 SOT ie 
649, 941 767, 670 


Source: Dominion Bureau of Statistics. 


Table 4 shows the number of persons employed in the 
sugar refining industry for the period 1926 to 1955, also the gross 
value of production and the value added by manufacture, 


83680—3 


aa 


Table 4 - Employment and Value Added* by Manufacture in 


the Canadian Sugar Refining Industry, 1926-55 


Year 
1926 64, 270, 687 15, 422,000 
1927 60,502, 664 13, 364, 000 
1928 Si, eo, Loo Lt 533000 
1929 47,151, 960 LE Si ac00 
1930 42 935.0122 12, 325,000 
1931 43,136, 423 14, 766, 000 
1932 41,022,589 15, 306, 000 
1933 37,189, 960 13, 445, 000 
1934 36,007, 208 11,004, 000 
LOS5 36,597,997 10, 496, 000 
1936 40,405, 377 11, 430,000 
1937 40,916, 044 10, 952, 000 
1938 41,392,096 11, 558: 000 
1939 49, 896, 763 150797000 
1940 DT ata le, 132798, 000 
194] 62,402, 709 14, 848, 000 
1942 45,969,711 11, 460, 000 
1943 51,239, 749 11,429,000 
1944 63, 874, 868 14, 365,000 
1945 61, 821, 443 13,832,000 
1946 61/161, 621 13, 748, 000 
1947 80, 194, 369 14, 205, 000 
1948 Ps 5105 547 22; T20.000 
1949 116, 767, 430 25; (93,000 
1950 144, 872, 567 31, 146,000 
1951 boo, MUS Ze 28, 2252 G00 
1952 1295-038, 298%" 33,045,000 
1953 117,952, 452** 35. 721.000 
1954 117, 807453" 33, 281,000 
1955 LEONG 72.63.75" 33,002, 905 
7 Gross value of products less cost of materials, fuel and 
electricity. 
a Beginning in 1952, the gross value of production is replaced 
by gross value of shipments, f,o.b, plant, 
Sources; Dominion Bureau of Statistics, 


The Sugar Refining Industry, 
The Canada Year Book, 
mitment haietnasttiadone a eo 


ie = 


The value of products, other than refined sugar, forms 


a relatively small part of the total value of production in the sugar 
refining industry, as will be seen from Table 5, 


Year 


1926 
1924 
1928 
1929 
1930 
1931 
1932 
ae pe Me) 
1934 
1935 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
Te Be 
1946 
1947 
1948 
1949 
1950 
De be | 
1952 
1953 
1954 
1955 


Source: 
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Table 5 - Value of Production of Refined Sugar 
and By-Products in Canada, 1926-55 


(Selling Value at the Factory in Thousands of Dollars) 
Syrups(not 


Refined| including Beet Pulp 
Sugar |molasses) | Molasses} Molasses|Wet & Dried| Products 


63, 207 202 Guyase’s A} 135 
59,718 219 IE, 30 
51, 303 202 Ay cs a ue 
46, 160 214 ig aS5 2 = 26 
42,150 219 209 | 186 33 
43, 339 194 (aes os ss 
40,544 177 ‘Tage ca 
36, 794 176 42 68 3 
35,452 195 52 53 23 
35, 816 213 108 188 29 
39, 449 167 109 208 : 
40, 254 192 83 150 E 
40, 726 169 98 181 5 
49,016 178 92 203 46 
56, 035 163 150 419 55 
60,757 184 234 495 70 
44,931 316 168 696 156 
49, 830 377 249 476 - 
62,061 589 287 483 : 
59,991 542 262 569 : 
58,913 554 227 768 : 
77, 429 699 437 839 4 
0-051 1 t, 031 579 850 2 
Lia. 238 631 264 900 : 
140,117 929 307 1, 047 i 
13 3, 896 974 423 1,548 : 
124, 229 868 331 1 157 z 
113,924 873 268 665 é 
113,556 | 1,288 253 731 e 
116,125 708 234 541 : 


Dominion Bureau of Statistics, The Sugar Refining Industry, 


= ety = 


Granulated sugar constitutes the preponderant part of the 
production of refined sugar in Canada, but the production of ee or 
brown sugars has occupied a significantly larger share of production 
in Canada than it has inthe United States. Inthe latter country, the 
production of yellow or brown sugar forms only 2 or 3 per cent of the 
total production of cane sugar, whereas in Canada the proportion for 
many years has been from 10 to 12 per cent. It will be noted that the 
production of yellow or brown sugar has been related to cane sugar 
alone, because such sugars for human consumption are not made 


from beet sugar, 


That the opportunity for Canadian cane sugar refiners to 
dispose of a substantial proportion of their production in the form of 
yellow or brown sugar has existed for a considerable period is borne 
out by the following extract from a brief, apparently prepared in the 
United States, which was enclosed with a letter of December 6, 1938 
from C, H. Houson, then President of Canada and Dominion Sugar 
Company to E, T. Rogers, then President of B. C. S. R.: 


There is a very great difference in favor of refining 
practice in Canada as compared to this country in FESpect to 
yellow sugar, In Canada, yellow sugars constitute about 12% of 
total sales, Consequently, the refiners make 87 lbs. of 
granulated and 12 lbs. of yellow instead of 93 lbs. of granulated 
and 6 lbs, of molasses, The net result is that they net about 15¢ 
more per hundred pounds of raw than they would under the 
practice in this country with the same spread between raw and 
refined, Moreover, this is an added protection against 
importation of refined sugar from countries producing mainly 
granulated sugar, 


VW 


(AMF 51C -77) 


The relative quantities in which the various classes of 
refined sugar are shipped may be indicated by the figures for I he te 3 
shown in Table 6, In considering the data in Table 6 it must be 
borne in mind that yellow or brown sugar is made only in cane 
Sugar refineries, 


SL 


Table 6 - Shipments of Refined Sugar, by Classes, 1954 


Quantity | Value of Shipments 


lb. $ 
Sugar: 

Made from cane Pe ioieceoya a 89, 496, 750 
Made from beets 27 6762U,056 24,059,506 
Total sugar 1,468, 610, 349 E13, 556,256 
Granulated 1, 248, 624, 992 96, 047, 544 
Yellow or brown eB ies 9 oY tio 9 9 555, 082 

Pulverized (no starch 
added) 6,275, 454 5087226 
Icing (starch added) 70, 104, 309 6, 2207487 
Loaf 11, 868, 000 I, 228 "015 


Source: Dominion Bureau of Statistics, The Sugar Refining 
Industry, 1954 


The annual domestic sales of each of the Canadian sugar 
refining companies, except Quebec Sugar Refinery, are shown in 
Table 7 tfortthe years. 1931 to 1954, 
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4. Customs Duties, Raw and Refined Sugar 
ial alco ih, Rae IE AL BIDE: Fata SS 


The tariff situation in Canada is a rather complex one 
because of the variety of forms in which cane sugar enters into inter- 
national trade, The raw sugar of commerce is processed in sugar 
mills in the countries producing the sugar cane, While raw sugar 
purchased for further refining usually consists of about 96 degrees 
polarization (approximately 96% pure sugar), it is possible by 
additional processing at raw sugar mills to produce what are called 
"plantation whites'' and tropical bleached sugars which test as high as 
98 or 99 degrees. 


The Canadian tariff on sugar, which has remained 
unchanged in its essential aspects for a great many years, hag con- 
sisted of two features to embrace both the sugar content and colour 
features. The latter are dealt with by what is known as the '"'Dutch 
standard" of colour which had its origin in 1839 in connection with 
sugar auctions in the Netherlands, The classifications at first ranged 
from | to 21, embracing colours from dark brown to white, but since 
1906 the range of numbers has been from 8 to 25, In the Canadian 
tariff schedule for sugar the Dutch standard number 16 is used for the 
purpose of classification for colour, For this test a comparison is. 
made between a sample of number 16 Dutch standard sugar, obtained 
annually from the Netherlands Government, and the colour of the 
imported sugar, Sugar testing above number 16 of the Dutch 
standard cannot be imported under the rates of duty applying to raw 
sugar except under bond for refining purposes by a recognized sugar 
refiner, As the Canadian tariff for sugar contains specific rates of 
duty on a per pound basis the items relating to sugar contain detailed 
schedules of rates depending upon the actual sugar content of a 
shipment, The principal tariff items are Item 135, which applies in 
the main to raw sugar imported for refining purposes, and Item 134, 
which applies to refined and other Sugar. For purposes of illustration 


the rates applying to 96° raw sugar and over 99° refined sugar are 
shown, 


British Most-Favoured- 
Tariff Preferential Nation & Gen- 
Item Goods Subject to Duty Taper eral Tariti 


135 Sugar above number sixteen Dutch 
standard in colour when imported 
or purchased in bond in Canada by 
a recognized sugar refiner, for 
refining purposes only, under 
regulations by the Minister, and 
sugar, n,o.p., not above number 
sixteen Dutch standard in colour, 


Tariti 
Item 


134 


ue 


British Most-Favoured- 
Preferential Nation & General 
Goods Subject to Duty Tariff Tariff 


When exceeding ninety-five degrees 

but not exceeding ninety-six 

acurer sey cee peteone:! hundred 

pounds ZS Tleccts: Sle BSwdee 


All sugar above number sixteen 
Dutch standard in colour, and 
all refined sugars of whatever 
kinds, grades or standards, not 
Goverea by tariff item No. 135, 


When exceeding ninety-nine 
Geprees. 51 e,, per one 
hundred pounds $1.09 $1. 89 


The significance of the Dutch standard test in relation to 


the two scales of duty was pointed out in the following portion of the 
SUbmisedOneolMe yy L. Rogers; then’ President‘of) B.C. SJRY, tothe 
Tawi. Boardin 1939: 


"The present tariff provides for a higher rate of duty on 
refined sugar than on raw, with a view to protecting the 
domestic refining industry, as well as providing additional 
protection for the beet industry, and the Dutch standard is used 
to determine whether certain types of sugar should be classified 
ase. 'retined' or 'raw', as there is no precise definition on those 
terms, If the Dutch standard were abolished, tariff item 134 
would be meaningless, because the country would be flooded with 
Plantation White and other forms of direct consumption sugar, 
which would not come under the category of 'refined sugar' 
according to the generally accepted meaning of the term, and so 
would be assessed duty under tariff item 135 as if it were raw 
sugar, Large quantities of this sugar are produced in Central 
America, Java, and many other countries,"! 


In considering the degree of protection which is afforded 


to the production of beet and cane sugar in Canada, regard must be had 
for some factors bearing on the imports of raw and refined sugar, In 
the first place, the evidence in the inquiry and the trade figures 
indicate that imports of refined sugar under the British Preferential 


Tariff Board, Reference No, 106 - Sugar (1939), Transcript 
of Proceedings, pp. 64-65, 


— - 26 - 
Tariff have not been significant and that the rate of duty under the 
Most-Favoured-Nation and General Tariff is, from this point of 


view, the operative rate, 


On the other hand, although supplies of raw sugar for 
refining in Canada are largely secured from Con countries, 
the production of Commonwealth sugars is not sufficient to meet all 
the demands in markets with preferential tariff rates. Common- 
wealth producers are, therefore, able to sell their sugars above the 
world price up to a level approaching the differential provided by the 
preferential tariff rate. This present situation also appears to have 
prevailed before World War II as indicated in the following extract 
from the brief previously referred to, which was sent on December 
6, 1938 by C. H. Houson to E, T., Rogers: 


i 


Great Britain's preferential rate on empire raw sugars 
is .81¢ per pound less than on world sugars, while,as shown 
above, the Canadian tariff provides for l¢ per pound differential, 
Great Britain's refiners are thus willing to pay a, 81¢ per 
pound more for empire than for world sugars and Canadian 
refiners can afford to pay lg per pound more, Actually, since 
Great Britain determines the world market, Canadian refiners 
are usually able to buy preferential duty sugars at around, 85¢ 
per pound above world sugar prices, In actual practice, 
therefore, this has the effect of affording .15¢ more protection 
against non-preferential sugars than is indicated by the tariff 
rates. In other words, the actual result is a protection of about 
. 75¢ per pound against world refined sugars instead of , 603¢. 


it 


(AMF 51C-77) 


In the latter part of this extract the writer is apparently 
referring to the extent of the difference between the rates of duty for 
raw and refined sugar under the Most-Favoured-Nation Tariff, This 


amounts to 60,3 cents per hundred pounds as seen from the rates set 
out above as follows: 


Most-Favoured-Nation and 
General Tariff 


Refined sugar exceeding 
ninety-nine degrees , _ . Sites, He ae $1. 89 


Raw sugar between ninety-five and 


ninety-six degrees $1. 287 


. 603 


ay ae 


However, the statement in the extract is not exact, as other aspects 
should be taken into consideration: 


(1) Since about 107 pounds of raw cane sugar are required to 
produce 100 pounds of refined sugar it is the duty on 107 
pounds of raw sugar that should be taken into account when 
comparing the duty on raw with the duty on refined sugar. 
This duty works out as follows: 


Duty on 100 pounds of raw sugar $1,287 
Duty on 107 pounds of raw sugar is 
107 
—_—— 1.287 = MBE 1 | 
100 ~ $ 


(2) Although Canadian requirements of raw sugar come in the 
main from Commonwealth countries on which the Pre- 
ferential Tariff is 28.712 cents per 100 pounds as against 
$1.28712 under the Most-Favoured-Nation and General 
Tariff, the producers in Commonwealth countries appro- 
priate about 85 per cent or 85 cents of the $1.00 advantage 
in Preferential duties which apply on imports. Thus 
Commonwealth raw sugar for refining enters Canada at 
about $1.14 above the world price, this figure being arrived 
at as follows: 


World price ep. 
Commonwealth Preferential Tariff 28.712 cents 


Proportion of Commonwealth advantage 
over Most-Favoured-Nation Tariff 85 cents 
appropriated by Commonwealth 
producers 
lid.7 lZicents 


If we now apply the ratio of 107 pounds of raw sugar to 100 
pounds of refined referred to under (1) above, this amount of approxi- 
mately $1.14 becomes 1.2167. The result is that cane sugar refined 
in Canada has a net protection of 67.33 cents per 100 pounds against 
cane refined in other countries whose exports are subject to the 
Most-Favoured-Nation Tariff. (The figure of 67.33 cents is arrived 
at by sides aaah $1.2167 from the Most-Favoured-Nation Tariff rate 
of $1.89). 


Beet sugar refined in Canada has the protection of $1.89 
per 100 pounds against imports of refined sugar and its advantage in 
this respect is greater by $1.2167 than that of domestic cane refining. 


hs The above calculations do not take into account the possible 
effect of recovery from syrup and molasses in the refining process. 
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DEVELOPMENT OF BEET SUGAR PRODUCTION 
IN THE PRAIRIE PROVINCES 


1, General Aspects of Beet Sugar Production 


The first steps in the development of beet sugar 
production in Canada have already been touched on inthis report. The 
position which beet sugar has occupied in the world supply of sugar is 
described in the Statement of Evidence as follows: 


"Until the eighteenth century the sole source of any 
significance of sugar was the sugar cane. The pioneer of the 
beet sugar industry was a German scientist, Professor Andreas 
Marggraf who in 1747 presented a paper to the Berlin Academy on 
the production of beet sugar crystals. Research was carried 
forward by his pupil, Franz Achard, who built a small factory 
in Silesia about 1800 and began producing small quantities of beet 
sugar, Experiments were continued in France and the develop- 
ment of the processes had reached such a stage by 1811 that 
Napoleon became convinced that Europe could be made 
independent of the West Indies as a source of supply of sugar, 
thus defeating the British embargo in effect at the time, 
Measures were taken to stimulate the development of a beet 
sugar industry. By the end of the year 1813, output of beet 
sugar in France had reached 2,200 tons, and Germany and 
Austria were well on their way towards self-sufficiency in the 
production of sugar, The downfall of Napoleon brought the 
removal of protection for the beet industry and the competition 
of cane sugar-virtually destroyed the industry, At this time 
only one beet sugar factory in Europe survived. However, the 
new industry had taken sufficient root to demand and receive 
various forms of state aid. Where direct promotional measures 
were not taken, the revenue tariff on imported cane sugar served, 
at first incidentally and later deliberately to protect home grown 
beet sugar, Germany led in the re-establishment of the industry 
and by 1840 the sugar beet provided about 5% of world sugar 
production, From 1830 on, many attempts were made to 
establish a beet sugar industry in North America but it was not 
till 1879 that a plant was established on a permanent basis in 
California. By 1880, world production of beet sugar exceeded 
world production of cane sugar, and beet sugar remained ina 


ey ae 
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leading position in most years until Worid War I. During the war, 
sugar beet acreage was greatly curtailed and there was a marked 
increase in the acreage of cane. By the beginning of World War | 
Il, 35 to 40 per cent of the world's supplies of sugar again came 
from sugar beets, but once more as the war progressed, sugar 
beet acreage declined. Currently, beet sugar again accounts 

for something over 35% of the total supply of sugar. a 


In terms of yield per acre the production of sugar cane 
results in a much larger quantity of sugar than that secured from an 
acre devoted to sugar beets. The differing production factors apply- 
ing to the two crops are considered in the following portion of the 
Statement of Evidence: 


"The yield of sugar cane per acre can vary up to 75 tons 
although exceptional yields up to 110 tons have been secured. : 
Normally, 9 to 11 pounds of sugar are obtained from 100 pounds 
of cane, though this may also vary from a low of 5 pounds toa 
high of 18 pounds. 


For one acre planted to sugar cane, therefore, a recovery 
of 10, 000 pounds of sugar might be expected in the more favour- 
able producing areas". On the other hand in the United States, 
the yield per acre planted to sugar beets in recent years has 
averaged about 16 tons with a recovery of less than 15 pounds 
of refined sugar per 100 pounds of beets sliced. An acre of 
Sugar beets could not therefore be expected to produce much 
more than 5, 000 pounds of sugar. Moreover, in addition to 
having to face lower yields per acre, the beet sugar producer 
has also to face higher costs per acre. The sugar cane is almost 
entirely a product of tropical or semi-tropical areas whereas the 
sugar beet is a product of the temperate zone. Taxes and land 
values therefore would normally be expected to be higher in the 
Sugar beet producing area. Further, according to Stocking and 
Watkins: 'The greatest competitive drawback of beet sugar in 
the past has been its high labor cost, a function both of its 
heavier requirement of man-hours than any other basic crop and 


i Commodity Research Bureau, Inc., Commodity Year Book 1939, 
New York, 1939, Dp. 2£f4, 


r ; 
L* Note: The average yield of Sugar cane per acre in Puerto Rica in 
1953, was 30 tons and the average production of 96° raw sugar 


per ton of cane was 221 pounds (U.S. Department of Agriculture, 
The Sugar Situation, March 12, 1956)] 
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of the relatively high cost of labor in temperate regions, where 
beet cultivation is practiced.'! These high labour costs in the 
agricultural end of the sugar beet industry, are apparently de- 
clining to some extent as mechanization becomes more wide- 
spread. Mechanical blocking and thinning is becoming more 
practical with the greater use of segmented or pelleted seed. 
R. H. Cottrell” refers to a recent study in which the trend in 
labour requirements in the beet sugar industry in the United 
States is indicated as follows: 


Year 1915 1922 1930 1936 1947-48 1947-48 
(using 
mechanical 
harvesting) 

Total man 

hours re- 

quired to 

produce 

an acre be Gn Or 1162.0 VOOTs 93 G2 ee 60.2 


Nevertheless, according to B. C. Swerling, 'Estimates of pro- 
duction costs demonstrate fairly clearly that, without fiscal aid, 
beet sugar could not compete with the output of the foremost ~ 
Cane-sugar areas, such as Java, Cuba, and the Philippines. 
Recent mechanical advances in American beet fields may have 
somewhat reduced that inferiority, but comparable advances are 
also in prospect for cane producers." 3 It should be noted that in 
Canada, mechanization in the production of sugar beets has not 
advanced so far as it has in the United States. It is estimated* 
that about 44% of the more than 36, 000 acres of sugar beets 
harvested in Alberta in 1955 were machine harvested, but 
mechanical blocking, thinning, weeding and cultivation are much 
farther behind the practice followed in some areas in the United 
States. Another aspect of the higher labour costs of growing 
sugar beets is referred to by R. H. Cottrell as follows: 'Very 
few beet-growing communities have sufficient local, seasonal 
field labour to handle the spring and fall beet-growing operations. 
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George W. Stocking and Myron W. Watkins, Cartels in Action, 
The Twentieth Century Fund, New York, 1947, p. 52 


R. H. Cottrell, Beet Sugar Economics, Idaho, 1952, p. 181. 


B. C. Swerling, International Control of Sugar, 1918-41, p. 11. 
[Stanford University Press, 1949] 


F.H. Newcombe, Director of Agricultural Extension Service, 
Alberta Department of Agriculture, at the Thirteenth Federal- 
Provincial Farm Labour Conference, Ottawa, December 8 and 
5. 1955. 
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It is necessary to bring in transient workers, Usually a . . 
substantial part of the cost of recruitment and transportation is 
borne by the company. 11 In this connection, press reports 
indicate that in Canada it is difficult to get ordinary workers to 
perform the unskilled 'stoop labour' required, and help has been 
sought among Canadian Indians and immigrant groups, The 
following is a breakdown of employment in the Alberta sugar 
beet fields in 1955 prepared by F. H. Newcombe, Director of 
Agricultural Extension Service, Department of Agriculture 

in the Province of Alberta: 


‘Analysis of Sugar Beet Work 


Worked by: Acres % of lotal 
Japanese ay G14 12% 
Pre-war European & 

Miscellaneous 3,447 9,47 
Growers! own families 6,485 Ltes2 


Post-war European (ex- 
cluding 1955) 
Dutch 4,649 12,77 
Others bon Owe 38. 40 


1955 Immigrants 
Dept of Labour & 


Miscellaneous 2,689 1.39 
Dutch 471 rane, 
Mennonite 619 | ea A) 
Indian 1,243 3, 43 

TOTAL 36,389 100'' 


According to evidence given at the hearing before the 


Commission by Forrest Rogers, President of B. ©. S. R. ‘ 
mechanization of the beet sugar industry in Alberta is being carried 
further, In 1955, 10.2 per cent of the crop was worked with 
thinning machines and 49. 98 per cent of the crop was harvested 
mechanically, a The development of new seed strains to reduce the 
amount of thinning in the production of the sugar beet crop was 
referred to by Mr. Rogers as follows: 


i oe Then, I believe, that in some areas of the United States 


the amount of thinning necessary has been reduced by 
the use of segmented seed. 
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Bi, Cottrell,op. cit, , p35, 


Hearing, pp. 148-149. 


3a. 


Ae Yes, 
); Is that used very much in Alberta? 
A. Yes, it is being used in increasing amounts, every year. 


I might be able to give a figure on that. I will have to 
look it up again in here, I find that 84.6 per cent of the 
ent:re crop was planted with decorticated seed, I might 
point out that decorticated seed is an advanced step from 
segmented seed. I think perhaps I could explain what 


it is, 
Q. Yes, would you do so? 
A, Well, in a seed bulb, as it comes onthe plant, as 


originally grown, there are two or three, or perhaps 
five or six seed germs; and by decorticating the seed -- 
that is, by breaking it down -- we get, if possible, a 
single seed germ in each piece of broken down seed, A 
great deal of the cork surrounding the seed germ is then 
removed later by cleaning. 


The idea, of course, is to plant individual seeds in 
the row, and have fewer multiple seedlings to hand- 
weed or mechanically remove from the soil, 


As I say, we used 84, 6 per cent last year, and we 
expect that will increase gradually. Within the next few 
years it should be 100 per cent, with another type of seed 
that is gradually making its appearance, and that is a 
monogerm seed, That is a seed bred to contain one, 
single germ in the seed bulb, 


So far we have not made much progress with that, 
because the monogerm seed we have is not adaptable for 
Alberta or Manitoba growing conditions, Our 
agricultural research department is engaged in a program 
of trying to breed a cross to develop a proper strain, the 
proper characteristics in a monogerm seed which can be 
used under Alberta and Manitoba conditions, Of course, 
it will take some time to do that," 


(Hearing, pp. 149-150) 


In an article in the New York Times of September 18, 
1956 it was stated that planting of the new monogerm seed on a wide 
commercial scale was expected in the United States by 1958, In 
addition to reducing greatly the amount of labour required to thin the 
sugar beet crop the introduction of the monogerm seed was also 
expected to increase the yield per acre, 
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The amount of sugar which can be secured from the 


crop from an acre of sugar beets depends upon the yield of beets and 
their sugar content, The following comment on factors affecting the 
output from beets grown in Alberta was made ina memorandum 


prepared by T. George Wood, then General Manager ofS eo 
ue 


The amount of sugar which can be produced from any 
given acreage of beets is dependent, naturally, on the cultural, 
climatic, and seasonal conditions, Inasmuch as the sugar beet 
growing area in Alberta under irrigation is at the extreme 
northern limit of profitable sugar beet production, we are not 
able to produce, under our most favorable conditions, as high 
a tonnage of beets per acre as in districts farther south with a 
longer growing period and warmer summer weather. 


This is partially compensated, however, by the fact 
that due to the long hours of sunshine in Alberta under 
favourable conditions sugar beets ripen to contain an 
unusually high sugar content, 


(ATH 70-78) 


The following table contained in the Statement of 
Evidence compares the sugar beet crops in the United States and 
in Alberta and Manitoba in terms of tons of beets per acre and 
pounds of sugar produced, 
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Table 9, also contained in the Statement of Evidence, 
shows the average price per ton of beets received by farmers in 
the United States, Alberta and Manitoba. 


Sources of Table 8 


Agricultural Marketing Service, United States Department of 
Agriculture, The Sugar Situation, March 12, 1956, 


Returns of information made to the Director by C. S. F. 
and Manitoba Sugar, 


Footnote of Table 8 


* Dominion Bureau of Statistics, Quarterly Bulletin of 
Agricultural Statistics, January-March 1956, gives the 
following figures for average yield: Alberta, 11.97 tons 
in 1954 and 11.82-tons.in 1955: Manitoba,-10. 08 tone. 
[954 -ana.9. 92 tons in 1955. 


Preliminary estimates of average yield per acre in 1956 are: 
Alberta, 12.79 tons and Manitoba, 10.00 tons, 


~ Bee 


Table 9 - Average Price per Ton of Beets Received by Farmers in 
the United States, Alberta and Manitoba, 1935-54 


United States Alberta Manitoba 
Payments Rae wales 
under 
Government| Total Government; Total 
Average| Sugar Receipts} Average! Parity Receipts 
rice Program pessoa Price Benefits per 10a 
$ $ 
atrei( As) 
6,05 
WAS) 
4,65 
4,76 
sg 6,65 
6, 43 7,45 
6, 84 8, 10 
7,45 Loma 
oe 9,47 
5.09 8.54 
Ti: 10 ELFOS 
b0,50 V2 30 
10, 60 14, 32 
10, 80 14, 33 
UD girl L5a00 
Ey pay g 8 14, 31 
£200 14, 43 
11° 60 E2ec 
10, 80 Liegor 
a It is assumed that benefit payments are included, as in the 
years indicated for Manitoba, 
Sources: Agricultural Marketing Service, United States 
Department of Agriculture, The Sugar Situation, March 12, 
1956, 


Written returns of information made to the Director by 
Cc. S. F. and Manitoba Sugar, 


- Dominion Bureau of Statistics, Quarterly Bulletin of 
Agricultural Statistics, January-March 1956, gives the 
following farm prices for 1955: Alberta, $14, 70 per ton; 
Manitoba, $12.00 per ton, 


~ 55 = 


The total production of sugar beets in Alberta and 
Manitoba and the total farm value of the crop are shown in Table 10, 


Table 10 - Acreage, Production and Total Farm Value of Sugar 
Beets, Alberta and Manitoba, 1930, 1935, 1940-56 


Alberta Manitoba 
Total 
Total Farm Total 
Year | Acreage| Production| Value Production 
“| 1000 tons '000 tons 

1930 | 14,500 L324 

1935 | 14,100 139 

1940 | 24,000 336 

1941 | 24,000 297 

1942 | 28,000 342 

1943 | 29,000 298 

1944 | 29,000 ce) 

1945 | 30,000 oo. 

1946 | 30,000 387 

1947 | 29,000 366 

1948 | 29,000 324 

1949 | 32,000 328 

1950 | 36,000 445 

(951° 33,000 349 

$75 o° P 37.000 480 

1953 | 34,701 422 

1954 | 36,966 443 

5995 50,393 430 

1956 | 36,2102 4632 

Ba Based on estimated total payments, 
2. Preliminary, 
Sources: 


Dominion Bureau of Statistics, Canada Year Book, (for 


the years 1930-52), 


Quarte 


rly Bulletin of Agricultural Statistics, January-March 


1955 and January-March 1956 (for the years 1953-55), 


November Estimate of Production of Principal Field Crops, 
Canada, 1956, (for the year 1950): 


) 
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Along with other agricultural crops which are harvested in 
the fall, the production of sugar beets in Alberta and Manitoba must 
run the risk of unfavourable harvest conditions, The early history of 
the production of sugar beets in Alberta is marked by a number of 
occasions on which great difficulties were encountered in harvesting 
beets and processing them because of severe weather or heavy snow, 
In recent years difficulties created by unfavourable weather appear to 
have arisen less frequently but they still occur as indicated by the 
following comment in the annual report to shareholders of B.C.S.R. 
for the year ended September 30, 1952: 


The 1951 season was probably the worst ever experienced 
by Alberta growers and in turn by our processing units, Plant- 
ing was delayed due to an extremely late spring, and during the 
year snow was experienced every month of the year with the 
exception of August. When harvesting started in September we 
had continued snow and rains, making it most difficult to get the 
bee guout of the. field:....).i,4,'' 


Apart from problems created by weather conditions, the 
perishability of sugar beets once they are harvested makes it necessary 
to complete the processing of the beets within a short period, This 
means that sugar beet factories are operated only for three or four 
months during the fall and early winter, For the remainder of the 
year the factory stands idle so that overhead costs must be borne by 
the production of a few months, The seasonal operation of the beet 
sugar factories entails the recruitment each year of a considerable 
number of workers for the limited period of manufacturing. The fact 
that the manufacture of beet sugar is carried on for only a quarter or 
third of the year means that stocks of refined sugar must be carried 
for a considerable time if supplies are to be available to the trade 
during all or a substantial part of the year, , 


ee 


The beet sugar factories in Alberta and Manitoba have a 
substantial advantage in location which has been the main factor in 
the development of a successful beet sugar industry in these 
provinces, As the market situation in regard to the sale of Western 
beet sugar will be discussed in some detail later in this report it 
will be sufficient to note here that prices of cane sugar are built up 
by taking the price at the port refinery in Vancouver and in Montreal 
and adding the freight charges to interior points, The prices thus 
increase eastward from Vancouver and westward from Montreal until 
the highest price is reached in the east-west direction in the eastern 
portion of Saskatchewan, A few examples will serve to indicate the 
magnitude of the freight charges in so far as the Alberta factories are 
concerned, 
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Table 11 - Carload Freight Charges on Sugar from 
Vancouver and Alberta Factories, 
September 1956 


(per hundred pounds) 


To - Lethbridge|Calgary|Edmonton Regina/Saskatoon | 


From 


Vancouver, 


ts am 8 


Alberta 
Factories 


As the price of beet sugar is kept in direct relationship to 
the price of cane sugar (although in some areas at a differential below 
that of cane) the beet factory gains the full freight advantage on sales 
in the area surrounding the plant and a lesser advantage as sales are 
made away from the factory on which freight costs are higher, 
Nevertheless it will be seen from the above examples that the freight 
advantage for Alberta beet sugar factories remains substantial over 
wide areas, In the case of Manitoba beet Sugar the primary freight 
advantage is that represented by the freight charges from Montreal to 
Winnipeg. Because of lake shipping during the navigation season, 
actual freight charges are higher in winter than in summer but the 
average freight advantage for Manitoba beet sugar at Winnipeg is 
approximately $1.75 in relation to the price of sugar at Montreal, 
When the advantages in location from the viewpoint of freight rates 
are taken with the protection afforded by the tariff in circumstances 
when Commonwealth suppliers of raw sugar sell at only slightly less 
than the world price, ! it will be seen that beet sugar production in 


Alberta and Manitoba derives substantial support from these two 
factors, 


In areas where market Opportunities for the sale of 
specialty crops are limited the production of sugar beets may be of 
considerable advantage to the §rower as compared with the production 
of export crops, such as grain. This appears to be the case in the 
irrigated land areas in Alberta where sugar beets are grown as well 
as in the non-irrigated land areas in Manitoba where farmers grow 
sugar beets, Although one witness before the Commission had the 
distinction of being the largest grower of Sugar beets in Canada, with 
275 acres of sugar beets in Manitoba, it appears that both in Manitoba 
and Alberta the §tower devotes only a portion of his land to sugar 


ce 
L. Including difference in duty, 
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beets each year, the average acreage per farm inthe case of both 

provinces being between 23 and 25 acres. One witness from Alberta 
said that the general policy in that territory was that growers should 
not devote more than a quarter of their acreage to sugar beets. : if 


From an agricultural viewpoint the production of sugar 
beets is regarded very favourably as the intense cultivation cleans up 
the land and leaves the soil in good physical condition so that other 
crops can be rotated with beets in a very satisfactory manner. The 
beet tops removed before processing and the pulp and molasses 
produced in the refining operations provide a highly regarded food for 
cattle and livestock feeding which is now carried on ina substantial 
way in the sugar beet area in Alberta. 


Although chemically pure sugars produced from cane and 
from beet are the same products, the refiner of beet sugar has had to 
overcome a prejudice against beet sugar on the part of some sugar 
users, household and industrial. Early production techniques did not 
result in beet sugar being as pure as cane sugar and this is said to 
influence older customers, particularly from Europe, to maintain a 
preference for cane sugar, It was also indicated by the evidence that 
unless the utmost care is exercised traces of the beet refining pro- 
cesses may be left on the product which will create difficulties for 
manufacturers of some food products, While with modern refining 
methods beet sugar can be produced with no physical difference from 
cane sugar, in most territories beet sugar continues to be offered to 
the trade at a lower price than cane sugar. The incentive for this 
difference may now lie primarily in the field of marketing in order to 
give greater assurance that the quantity of beet sugar produced in one 
season will find a market before the next crop arrives, The 
maintenance of a price differential may also be linked to the fact that, 
as already pointed out, the beet sugar factory does not supply brown 
sugar or the range of packages and grades, called sugar specialties, 
which are available from the cane sugar refiner, It may be 
considered, therefore, that the wholesaler requires an inducement in 
the way of a lower price to push the sale of beet sugar. On the other 
hand, beet sugar, as a local product, has the appeal of a "home 
product'' in the province in which it is produced, With this appeal 
Alberta beet sugar, in recent years, has been sold in that province 
without a price differential, 


a Hearing, p., 472. 
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2, Expansion of Beet Sugar Production in Alberta 


It has already been mentioned that the production of beet 
sugar was first attempted in Alberta in 1903, The pioneer factory at 
Raymond, which was operated by the Knight Sugar Company, ceased 
activity in 1914, when, reportedly, farmers found it more profitable 
to grow wheat rather than sugar beets, During the period of World 
War I the factory was moved to Cornish, Utah, 


After the end of World War I and the decline in commodity 
prices farmers on irrigated land in Southern Alberta, particularly in 
the Raymond district, began to seek the re-establishment of a beet 
sugar industry in the hope that the production of sugar beets would 
allow them to make a better return from the use of irrigated land than 
the production of grain, In 1924, the Utah-Idaho Sugar Company of 
Salt Lake City, Utah (which had an idle sugar beet factory at 
Sunnyside, Washington) was persuaded to undertake the experimental 
growing of beets in the Raymond district. The experiment proved 
successful and in February, 1925 the idle factory was dismantled, 
moved to Raymond and by October, 1925 it had been re-built and put 
into operation, under the name Canadian Sugar Factories Limited. 
Poor weather conditions occurred during several of the early seasons 
of operation and great difficulty was experienced in harve sting and 
processing beets, However, in spite of these difficulties larger 
acreages of beets were contracted and production expanded, By 1929 
farmers were urging the company to expand its operations still 
further by building a second factory. While not willing to do this, the 
Utah-Idaho Sugar Company increased operations at the Raymond factory 
which produced over 26 million pounds of sugar in 1930. By this time 
the great depression was having its effects and the Utah-Idaho 
Sugar Company sold its wholly-owned subsidiary, Canadian Sugar 
Factories Limited, to B. C. S. R. in April,’ k9S1. 


Evidence given to the Commission was to the effect that 
when it became public knowledge that the Raymond factory had been 
acquired by B.C,S.R. there was considerable apprehension that the 
acquisition of the beet factory by a cane refinery might lead to the | 
closing of the beet plant, Under the control of B.C.S.R., however, 
the capacity of the Raymond plant was expanded and production of | 
sugar increased, Even in the first season under the new ownership, 
in 1931, the output rose to 31 million pounds, 


As the depression continued the problems faced by 
farmers on irrigated lands in Alberta to find crops yielding adequate 
revenues to meet the cost of irrigation led to further efforts on the 
part of farmers and the provincial government to find greater 
Opportunities for the production of Sugar beets, The provincial 
government was directly concerned because of the financial support 
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which had been given to irrigation projects. In spite of the increase in 
the output of the Raymond factory there was a strong movement in 1934 
for the establishment of a second sugar beet factory so that farmers in 
the Lethbridge Northern Irrigation District could engage in the prod- 
uction of sugar beets, Such a development was at first opposed by 
B.C.S.R. on the ground that the Raymond factory was producing all the 
beet sugar which the market could absorb, Writing to the Prime 
Minister of Canada on January 15, 1934, E, T. Rogers, then President 
tts to, el Satd,. in part: 


tt 
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Because our Company supplies the cane sugar as well as 
the beet sugar consumed in Western Canada, we have been 
criticised severely for the stand we have taken, the suggestion 
being that we are holding back development of the beet industry 
on account of our investment in cane sugar refining facilities in 
Vancouver, This contention is hardly borne out by the facts. Up 
to the time that the factory at Raymond was purchased by our 
Company, its greatest production in any one year was 
25,000,000 pounds, but since it passed into our hands we have 
completely remodelled it and enlarged its capacity (at a cost 
of $350,000.), with the result that this year it produced 
46,000,000 lbs. We did this knowing that the gain in output at 
Raymond would be offset by a corresponding loss at Vancouver, 
because we have felt all along that, if we did not supply the 
popular demand for increased beet facilities, someone else 
would, and it was more important to us to preserve our market 
than to attempt to maintain our Vancouver output in face ofa 
demand for larger beet sugar production, 


1 
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(AMF 98-102) 


Efforts continued to be made in Alberta for the establish- 
ment of a second factory and there were negotiations between the 
Amalgamated Sugar Company of the United States and the provincial 
government about governmental assistance for the moving of an idle 
factory of the company in the United States to a site in Alberta, This 
proposal was regarded by B.C.S.R. as endangering the successful 
operation of the beet sugar industry in Alberta, and B,C.S,R. decided 
that it would build a second factory rather than have a new plant 
established by another company. The nature of the agreement made 
with the Government of Alberta in regard to the second factory was 
described in a letter of April 24, 1935 from E, T. Rogers to the 
Minister of Natural Resources and Industry in Manitoba, in which 
province legislation had been passed to guarantee bonds for the 
construction of a sugar factory in that province, Mr. Rogers wrote: 
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Briefly, this agreement provides that our Company will 
erect a 1000 Ton factory to be ready to operate in 1936, and 
the Government furnishes a free site, free reservoir, free 
water, and a fixed assessment with respect to local taxes, and, 
for a period of ten years, the Government undertakes not to 
grant any greater concessions to a competitor than those granted 
to our Company - in other words, the Government agrees not to 
assist in financing competition against us, 


i! 


(AMF 262-264) 


The following description of the situation created by the 
opening of the second factory was given in a letter of February 18, 
1938 from E, T. Rogers to one of the directors of B.C.S.R.: 


When we entered into an agreement with the Alberta 
Government to build a second factory I knew perfectly well that 
sooner or later we would be faced with a very serious market- 
ing problem, because with only one factory in operation we had 
already experienced difficulty in disposing of the output, and it 
seemed hardly likely that the prejudice against Beet Sugar 
could be overcome fast enough to take care of the additional 
output from 5000 acres more Beets. However, it was a case of 
a choice between two evils, because if we had not build the 
second factory, the Amalgamated Sugar Co, certainly would 
have done so, and as their ideas were to plant from 20,000 to 
25,000 acres, it is not difficult to imagine what would have 


happened to the Sugar Market if they had put their plans into 
eizect. 


Recently one of the eastern refiners told me that, in his 
Opinion, we were bluffed into building a second plant and that if 
we had left things alone a second plant would not have been 
built. It is very easy for someone who is not familiar with the 
local situation tomake such a statement, but from all the 
information I could obtain at the time, and have obtained since, 
Iam quite positive that if we had not undertaken to build, The 
Amalgamated Sugar Co, would have done so, The fact that they 
built a new factory in California just at the time we were 
building at Picture Butte, and that they are at present building 


a new factory in Oregon, at least indicates their interest in 
expansion, 


(AMF 210-214) 


The factory at Picture Butte had been in operation only 
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for several years when the establishment of a factory at Taber, 
Alberta was sought by farmers in that district. The following re- 
ference to this development was contained in a letter of December 14, 
1938 from E, T. Rogers to C. H. Houson, then President of Canada 
and Dominion Sugar @®mpany: 


In Alberta at the present time there is very strong 
agitation amongst the farmers for a factory at Taber, I hada 
meeting with the farmers! representatives last week and told 
them that we could not consider building another factory as long 
as the two existing plants were not operating at full capacity. I 
think it will be necessary, however, to increase our acreage 
somewhat next year in order to satisfy the growers demands at 


least in part, 


(AMF 48A-49) 


Discussions with the Beet Growers Association about the 
establishment of a third factory apparently carried on over several 
years and eventually an agreement was made that a factory would be 
constructed at Barnwell, Alberta but the project was not undertaken 
because of war conditions, The following reference to the abandon- 
ment of the proposal is contained in the memorandum of T. George 
Wood, previously mentioned: 


" . , However, due to the impossibility of construction during 
the war period this contract, which was originally set for 
construction not later than 1942, was allowed to lapse and the 
Sugar Company paid over to the beet growers the sum of 
approximately $100,000.00 as a condition of allowing the 
contract to be lapsed. 


(ATH 70-78) 


Following the war C.S.F. took up its plans to builda 
third factory at Taber rather than Barnwell but farmers further north 
in the Brooks district were anxious to have a factory constructed in 
that area. Although it was indicated that the provincial government 
would be prepared to guarantee bonds for the construction of a beet 
sugar factory in the Brooks district if local farmers would raise funds 
for a substantial part of the cost, B.C.S.R. decided to proceed with 
the construction of a factory at Taber which it regarded as being in 
its own territory. The factory at Taber was completed in 1950 and 
began the production of beet sugar in that year, Although interest in 
a factory in the Brooks area has been maintained by farmers no 
factories, other than those of C.S.F. have been built in Alberta, 


sais ES os 


The policy of B.C.S.R. indicated above in the letter of 
January 15, 1934 that it was more important for B.C.S.R. "to 
preserve our market than to attempt to maintain our Vancouver output 
in the face of a demand for larger beet sugar production" appears to 
have been followed consistently in the construction of the factories at 
Picture Butte and Taber. This policy is expressed in the submission 
to the Commission on behalf of B.C.S.R. Their brief states: 


The farmers in Alberta are going to grow beets as there 
is no question of the value to them of such a cash crop. 
Whether B.C.S.R. owns the processing plants or some other 
interests own them, the beet sugar is going to be produced in 
Alberta and must be sold each year otherwise a large surplus 
would build up, or next year's production would have to be 
curtailed, 


With reference to the policy of the company the brief 
also states: 


To carry its policy into effect B.C.S.R. reduced its own 
production and sales and caused C.S.F. to improve greatly its 
plant at Raymond, Alberta, to construct in 1936, and earlier 
than it thought it wise to do so, a modern refinery at Picture 
Butte, Alberta, and in 1950, and in similar circumstances, a 
modern refinery at Taber, Alberta, 
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In his evidence to the Commission, T. George Wood said 
that in the United States during the period of World War I contracts 
for the purchase of Sugar beets from farmers had been made on the 
basis of a guaranteed price per ton and that when commodity prices 
fell after the war the sugar beet companies suffered serious losses 
because the price of sugar dropped drastically after the contracts 
had been made, Asa result of this experience the form of purchase 
contract was changed to provide for a minimum price to farmers and 
a realized price based on the factory extraction of Sugar combined 
with the selling price of sugar, This form of contract, which Mr. 
Wood described as very complicated, was introduced into Alberta 
by the Utah-Idaho Sugar Company when it began operations at 
Raymond in 1925.1 Within a few years after control of C.S, F. was 


i Hearing, pp. 518-519, 
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acquired by B.C.S.,R. a new form of contract was worked out between 
the company and the growers whereby the company took responsibility 
for the extraction of sugar and undertook to share the returns received 
from the sale of sugar. The terms of the contract have apparently 
been varied from time to time and the contract for 1955 provided that 
the growers would receive 63 per cent of the average net price of sugar 
when this price was $7.00 per 100 pounds or over. The relevant 
clauses of the 1955 sugar beet contract between C.S.F. and the 
growers read as follows: 


"5a, PAYMENTS. An initial payment and minimum price for 
beets shall be made at the highest rate deemed justified by the 
Company. This payment shall be at not less than 75% of the 
final Company price for beets, calculated at October 20th, 1955, 
on sugar content and net selling price of sugar, plus any 
Governmental payments due on sugar then sold, The initial 
payment shall be made on or about November 6th for all beets 
delivered prior to October 2lst, on or about December 6th for 
deliveries prior to November 2lst, and within ten days from 
completion of later deliveries. 


5b, Final settlement for beets delivered will be made upon 
payment to the Grower of his share of the value of the refined 
sugar produced from 1955 crop beets in accordance with the 
following scale based on: Grower's Share - Per Cent - 
Minimum 58% - Maximum 63%. 


AVERAGE NET PRICE OF SUGAR PER 100 POUNDS 


58% 59 60 61 62 63% 
$6.00 $6.20 $6.40 $6.60 $6.80 $7.00 
& & 
Below Over 


Prices falling between the scales to be calculated in 
accordance: i.e., price of 6,75 = Division of 6]. 75% to Grower, 


5c. Under this sliding scale, any direct payments to Growers 
authorized by the Canadian Government shall be deducted in 
determining average net price, The Company will pay to the 
Grower his full share of income resulting from said govern- 
mental payments. Price changes not affected by Governmental 
payments shall be calculated according to the scale in 5b, 


In addition the Company will pay to the Grower one-half 
the net value of molasses and ten per cent of the net value of 
D.M.B.P. [1] produced for sale from total beets purchased in 
1955, In determining the said average net price per pound of 


[1] Dry Molasses Beet Pulp 
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sugar, molasses and D,M.B.P. the Company shall be entitled 
to deduct all usual selling expenses; and also an amount 
equivalent to any new or increased taxes or levies imposed 
against the said beets, sugar, molasses or D.M.B.P., oa 
against the Company on account of processing or production, by 
any lawful taxing authority, such deduction being agreed upon as 
an added selling expense, 


5d. If the total price payable to the Grower under the 
provisions of this Contract shall be in excess of the minimum 
mentioned in 5a, subsequent payments will be made from time 
to time in such amounts as the Company may consider justified, 
but the first subsequent payment if due the Grower shall be 
made within 30 days of the close of the factory campaigns. The 
total price paid by the Company per ton for beets shall be 
determined by the actual 1955 crop sugar production and the 
final payment for all beets delivered hereunder shall be made 
in accordance with the terms of this Contract on or about 
October 15th, 1956, or when all sugar produced has been 
Botd..7 


This type of contract is, in a sense, a form of profit- 
sharing between the sugar factory and the growers and gives the 
growers a very direct interest in the price level of beet sugar and 
the markets in which the sugar is sold. 


3, Beet Sugar Production in Manitoba 
a age ee eee eee 


Interest in the establishment of a beet sugar factory in 
Manitoba had existed for many years prior to the construction of a 
plant in 1940. A charter for the incorporation of a provincial 
company to engage in the beet sugar industry in Manitoba was secured 
in 1925 but a number of years passed before attempts were made at 
actual organization, In 1935 legislation was adopted in Manitoba 
authorizing the government to guarantee bonds to the extent of half 
the cost of a beet sugar factory with a limit of $600,000 for a 
corporation which would undertake to construct and operate a factory 
in Manitoba, No immediate steps were taken to build a factory and 
the authority for the guarantee by the provincial government was 
extended by further legislation, By 1939, the company which had 
been incorporated in 1925 was actively con 
Proceed with the construction of a beet sug 
for which was to be procured from Germa 
to be supplied in considerable part from 
outbreak of World War II precluded the c 
ments and the original company permitte 
Was incorporated on November 8, 
Sugar Company Limited, 


sidering proposals to 

ar factory, the machinery 
ny with the financing also 
European sources, The 
ompletion of the arrange- 
da second company, which 
1939, to use the name Manitoba 
Other sources of financing were secured 
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and the Beet Sugar Factory Act of 1940 was passed which incorporated 
an agreement of March 6, 1940 between the Manitoba Sugar Company 
Limited and the province of Manitoba and authorized the government 
to guarantee debentures of Manitoba Sugar Company Limited to the 
amount of $600,000, This guarantee remained in effect until 1946 
when there was a refunding of the debentures without the guarantee, 
According to the return made to the Director by Manitoba Sugar the 
capital stock of the company has consisted of 15,000 6 per cent non- 
voting preferred shares of par value $100 each, and 35,000 common 
shares of no par value, Two common shares were originally issued 
as a bonus with each preferred share and 5,000 shares were available 
for issue at the discretion of the Directors. According to the first 
balance sheet of the company, as at March 31, 1941, all the preferred 
shares had been sold and all the common shares issued. The capital 
stock of Manitoba Sugar was sold on quite a wide scale to persons in 
Manitoba and elsewhere in Canada and also to a considerable extent to 
persons in New York, Among the shareholders at an early stage 
were Baron C, Neuman de Vegvar of New York and Baron P. G. 
Kronacker of Brussels, Belgium, whose shareholdings in later years 
were to become of considerable importance in regard to the control of 
Manitoba Sugar. The evidence indicates that Baron Kronacker has 
been connected with the sugar industry in other parts of the world 
outside Canada, The diversity of the interests of many shareholders 
appears to have created difficulties at times in arriving at commonly- 
shared views as to the direction and management of Manitoba Sugar, 


The Fort Garry plant of Manitoba Sugar was completed in 
time to produce beet sugar in 1940 when the output was 22 million 
pounds and this was increased to over 27 million pounds in 1944, 
Production remained at lower levels from 1945 to 1948 but thereafter 
the trend was generally upward and production exceeded 56 million 
pounds in 1954, In one year, 1949, the refining of cane sugar was 
undertaken by Manitoba Sugar during the period of that year when 
there were no beet sugar operations, According to the annual 
financial statement of the company for the year ending March 3l, 
1950 almost 18 million pounds of cane sugar were produced and sold 
with very slight profit, It does not appear that very extensive invest- 
ment was made to adapt the factory for the processing of cane sugar, 
although the evidence indicates that the two products, cane and beet, 
require quite different processes, The experiment was not repeated 
but the possibility of more serious entrance into cane sugar refining 
does not seem to have been entirely given up. In 1953, B.C.S.R. 
became concerned over reports that Manitoba Sugar would refine 
cane sugar in the following year. 
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Anin< 
4, Relative Scale of Beet Sugar Production in Western Canada 


The increase in the number of beet sugar factories in 
Western Canada since 1935 and the enlargement in the capacity of the 
plants have provided greater opportunity for the production of sugar 
beets. While decisions as to the size of the market for the sale of 
beet sugar on the part of B.C.S.R. and variations caused by the 
weather and the extent to which growers gave up sugar beets to 
produce other crops have meant that production of beet sugar has 
not advanced consistently with enlarged capacity, the general trend 
in beet sugar production in Western Canada has been upward, Table 
12 relates the production of beet sugar in Alberta and Manitoba to 
the production in Canada and shows the proportion which the 
production of C.S.F. has formed of the total Canadian production, 
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Table 13, which was contained in the Statement of 
Evidence, presents figures for the quantities of sugar beets 
processed each year from 1946 in the four sugar beet factories 
in Western Canada in relation to estimated capacity of each 


factory. 
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CHAPTER IV 


MARKETING OF SUGAR IN WESTERN CANADA 


1, Influence of Offshore Refined Sugar 


B.C.S.R., which has always had the position of being the 


only sugar refiner in British Columbia, the markets of which could 
only be reached by cane sugar refiners in Eastern Canada at heavy 
freight cost, has had to have regard only to possible competition from 
sources outside Canada in establishing its prices at the Vancouver 
refinery. The position of B.C.S.R. was described as follows in the 
brief submitted on its behalf: 


. .. Its price level in Vancouver is controlled by possible 
competition from offshore whites, such as Cuba's, Peru's, 
Mexico's, etc, If it raised its price too high, undoubtedly 

there would be an influx of offshores. This potential threat is 
mentioned in the Statement in more than one place where it is 
alleged several large manufacturers in British Columbia 
enquired about offerings of offshore whites, the idea being that 

if the price for offshores was sufficiently under that of B.C.S.R., 
they would be interested in bringing in 5,000 or 6,000 tons,’ 

B. C.5. R. must keep its Vancouver price in line to keep out these 
offshores, The following calculation indicates the approximate 
cost of Cuban refined laid down in Vancouver: 


Spot price - raws $3, 42 
Refining margin I. 20 
Freight . 80 
Duty 1,89 
Insurance mii prs 
Other expenses - at least eeu 
Total $7.53 


B.C.S.R.'s net price today in Vancouver for manufacturers' 
sugar is $7.50. Some of the above figures, such as refining 
margin and freight, might be questioned although they are 
approximately correct. The refining margin might be 10¢ high 
but, on the other hand, the freight might be 10¢ low. As to the 


so Bae 


ee se 


other expenses, they probably will be considerably over 20¢ as 
they include breakage, handling, storing, insurance in storage, 
rehandling and cartage, harbour dues, wharfage and other costs 
which would probably be assessed, There is also the matter of 


financing, and the interest involved, which could run to a good 
many more cents per one hundred pounds, 


1! 


During his appearance before the Commission, A. M, 


Robertson, Vice-President in charge of sales, B.C.S.R., was asked, 
how typical was the relationship shown in the above example and gave 


the following reply: 


CPs I would say that we normally vary, depending on the 


fluctuation in the raw price -- raws fluctuate nearly every 
day, whereas our refined price sometimes does not change 


for six months, unless there is a big change in the price 
of raws, : 


I would say that we are sometimes as much as 10 cents 
below the offshore price, and sometimes, for a short 

period, we are perhaps five cents over it, if there has 
been a sudden dip in the raw sugar market, But sugar 


does not move that quickly; it takes time to get a steamer 
into position, and about a month to get to Vancouver, and 


so on, and the people who are buying it have to get 
together, We keep in touch with the laid-down cost, and 
our objective is to keep slightly under it, "' 


(Hearing, p. 391) 


The actual degree of potential offshore competition, as 
the evidence of Mr. Robertson indicates, is not constant, In LOS'2. 
eastern refiners were making submissions to the Dominion Govern- 
ment in regard to importations of Cuban white sugar and copies ofa 
brief prepared by Canada and Dominion Sugar Company were sent to 
P, T,. Rogers, then President of B. C. S. R, At this time thesprice 
of B.C.S.R. at Vancouver was 25 cents per 100 pounds higher than 
the price of sugar at Montreal, In sending a copy of the brief to T. 
George Wood of C,S.F. on September 25, 1952, Mr. Rovers wrote: 


a 
. 


When I hear from you after you have read this brief I may 
have a little bit more to say but at the present time 1 feel that we 
are in no position to make predictions as to what may happen in 


the future and so far it has been very difficult to get small 


tonnages of Cubans - even raw - into Vancouver, That is one 


reason that I kept our price above the Montreal price 


BT 


during one of the declines, 


(AMF 5-6) 


At the time of the Commission hearing in August, 1956 the 
list price of sugar at Vancouver was 35 cents higher than at Montreal 
and Mr. Robertson gave evidence that the price at Vancouver was 
justifiably higher because costs, particularly for labour, were higher 
at the Vancouver refinery than at other cane sugar refineries in 
Canada, Relating the factor of offshore competition to this situation, 
Mr. Robertson said in evidence: 


NA Yes, the competition in Vancouver is quite keen -- except 
it must not be forgotten that it costs more to get offshore 
to Vancouver than it does to the eastern seaboard. In 
other words the freight is at least 30 cents higher to bring 
refined sugar from Cuba to Vancouver than it is to take 
refined sugar from Cuba to Montreal, 


We are not a bit ashamed of the fact that our pricemn 
Vancouver is 35 cents higher than Montreal. Our costs 
are higher, and our chief cost is labour, Mr. Rogers gave 
the figures, which I will give again. Our labour rates in 
Vancouver, on the average, are 25,86 cents an hour 
higher than those of the St. Lawrence Sugar Refining 
Company in Montreal, which, worked down to one hundred 
pounds of sugar, means that it costs us, in labour alone, 
16.3 cents a bag more to produce sugar in Vancouver than 
it) does in Montreal," 

(Hearing, p. 359) 


Mrs. Robertson went onto point out that B.C. S;R. secures 
the bulk of its raw sugar requirements from Fiji and for such raw 
sugar the cost at Vancouver is about the same as the landed cost of 
raw sugar from the British West Indies at Montreal, except for 
slightly higher insurance costs, However, in recent years one or two 
additional cargoes have had to be secured each year from the West 
Indies and the freight rate on these shipments is also 30 cents per 
hundred pounds higher than to Montreal. 


ihe generalietfect-of the evidenceis' that BVO, 5S, R. has 
endeavoured to keep its selling prices of refined sugar just below the 
price at which offshore sugar might be sold in Vancouver, In other 
words, the prices are the highest prices that the latent competition of 
foreign suppliers allows, In regard to the level of prices the result is 
much the same as if supplies of refined sugar were being imported, 
except that if imported sugar was being supplied regularly there would 
be less likelihood of prices of refined sugar at Vancouver departing 
from the import level for any length of time. The general policy 


2 ibe. = 


followed by B.C.S.R. in setting the price of refined sugar was 
summarized by Forrest Rogers, President of the company, as 


follows: 
the). Does that mean that the normal picture over the years 
has been that your selling price of refined sugar has been 
just below the price at which offshore sugar might be 
sold in the Vancouver area? 
A. We have endeavoured to keep it there. It is difficult 


sometimes to determine exactly what offshore sugar 
would cost, because one has to estimate certain costs 
such as warehousing, brokerage, packages, and all that 
sort of thing, which are very real costs of any importer, 
But I think the proof of the pudding is that we have not 
had offshore white come into British Columbia for a 
good many years, 


It has happened in the past when we were not competitive-- 
not in my time or in my memory; but I do know it has 
happened, But the exact circumstances I do not know, "! 


(Hearing, pp. 85-86) 


In view of the evidence relating to Western Canada, that 
the prices of refined sugar are as high as offshore competition will 
permit, it must follow that competition among Canadian suppliers on 
a price basis could only have the effect, in those areas in which it 
came into play, of reducing prices below the levels which would 
otherwise prevail, Without such competition, the possibility of 
lower prices is removed under the pattern of pricing which produces 
a level of prices up to the limit set by the tariff on refined sugar, 


Before a description is given of the pricing system for 
sugar in Western Canada it is desirable to present some informa- 
tion as to the extent to which the various Canadian refineries have 
made sales in the western provinces, Data were compiled by the 
Director and presented in the Statement of Evidence showing the 
sales in each province of the respective refineries, The following 
comment on the tables was included in the Statement: 


"The following tables have been compiled from data 
submitted to the Director by all Canadian refiners except 
Quebec Sugar Refinery pursuant to orders for written returns 
of information. Quebec Sugar Refinery is engaged in pro- 
cessing sugar beets only, and would have no interest in 
reducing the net return to its growers from its small output 
by shipping into Western Canada. The tables show the annual 
Sales in quantity of refined sugar in each of the western 
provinces by all other Canadian refiners, It should be noted 
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that these data do not reflect shipments which may have 
been made from one province to another by customers 
DL iie Terie rs." 
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Footnotes to Table 14 


i. No breakdown of sales by C.S.F. by provinces is available 
prior to 1935. 


=. Sales made by Acadia Sugar Refining Company Limited prior 
to the merger in 1939 are not available and may have included 


some sales in British Columbia. 


ok Later information submitted to Commission, 
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Footnotes to Table 15 


1. No breakdown of sales by C.S.F. by provinces is available 
prior *to°1955". 


Zz. Sales made by Acadia Sugar Refining Company Limited prior 
to the merger in 1939 are not available and may have included 


some sales in Alberta. 


“3 In these two years, some sales in Alberta may be included 
in the figures given for Manitoba sales (See Table 17). 


* Later information submitted to Commission. 
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Footnotes for Table 16 


I, 
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Except for the years 1942, 1946, 1951, 1952, 1953 and 1954, 
Manitoba sales are included (see Table 17), 


No breakdown of sales by C. S. F. by provinces is 
available prior to 1935, 


Sales made by Acadia Sugar Refining Company Limited 
prior to the merger in 1939 are not available, but may 
have included some sales in Saskatchewan, 


In these two years, some sales in S&skatchewan may be 
included in the figures given for Manitoba sales 


(see Table 17). 


Later information submitted to Commission, 
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2. Pricing of Refined Sugar in Western Canada 
. Pricing of Relined Ugo) 12 ee eee 


It has been indicated earlier in this report that the general 
pattern of pricing refined sugar in Western Canada is one of adding the 
freight cost to any point to the price at the cane sugar refinery? The 
two refining centres which are used as bases are Vancouver and 
Montreal. As mentioned earlier, prices from west to east are 
established at each point in relation to the freight cost from Vancouver 
until a point is reached where that price would exceed the cost of 
refined cane sugar shipped from Montreal, and from that point 
further to the east prices are based on Montreal plus freight. While 
this is the general pattern the actual structure of prices is more 
complex than this simple description would suggest, The main 
features in the principal market areas may be described without 
attempting to cover in any detail the great number of variations which 
are involved in various localities, 


In British Columbia, where BDC.S.R. 1s ticlonty, 
Canadian supplier of sugar, all sales are made f.o.b. refinery, 
Vancouver, and the freight is paid by the customer, The genera 
situation in this province is that the price at the refinery is 
established in relation to possible offshore imports and the customer 
pays that price plus whatever actual freight costs may be involved, 


In Alberta, where in recent years sales by GaS. bw mave 
formed more than 80 per cent of the total and the remaining sales 
(presumably specialties to a large extent) have been made by 
B,C.S.R., a system of delivered prices has been used, The manner 
in which this system operates is described, as follows, ina letter 
from B.ClS, R. to the Commissions 


In Alberta delivered prices are quoted, The prices are made 
up on the Vancouver base price to which is added the fifth- 
class freight plus an additional charge amounting to 8¢ to 13¢ 
per 100 pounds, The following examples will illustrate the 


make-up: 

Calgary Price Edmonton Price 
Vancouver Price $8.00 per 100 lbs, $8.00 per 100 lbs. 
Freight 1,50 beatae 
Additional charge be 08 

9,63 pee, 
Less 5% 48 49 


Net $9.15 on 3d 


eS ae 


The additional charge is made to offset the discount on the 
freight included in the delivered price. This amounts to 
approximately 8¢ per 100 pounds on the average. At points 
where 13¢ is added, the quoted delivered price is higher by 
approximately 5¢ per 100 pounds than would be the cost of 
sugar bought f.0,b. Vancouver, On the other hand, the de- 
livered price in Edmonton is 1¢ lower than it would be on an 
f.o0.b, Vancouver basis. If customers in Alberta insisted on 
buying f.o.b,. Vancouver for points where 13¢ is added, we 
would be unable to refuse but we would'probably adjust our 
prices throughout all Alberta to exactly equal the f.o.b, 
Vancouver equivalent, 


As indicated, the list price at Vancouver at this time was 
$8.00 per 100 pounds less a discount of 5 per cent, so that the net 
price at Vancouver was $7.60. 


As the additional charge in those cases where the result is 
an extra charge exceeding the freight cost, is proportionately greater 
than in those cases where the additional charge does not fully com- 
pensate for the discount on freight it is likely that, in total, the 
additional charges would represent more than the equivalent prices 
f.o.b. Vancouver plus freight. At the present time there is no cane- 
beet differential in Alberta so that Alberta beet sugar is sold by © 
C.S.F. at a price equivalent to that established for cane sugar by 
B.C.S.R. The system of delivered prices thus has the effect of en- 
abling sugar produced by C.S.F. to be sold at the highest possible 
price at every point in the province without regard to the actual cost 
of shipping sugar from the Alberta factories, Some examples will be 
given later of comparative freight charges, but it may be noted here 
emat the freight rate from C.S F. factories to Calgary is 30 cents per 
hundred pounds, as against $1.50 from Vancouver, and to Edmonton, 
60 cents pér hundred pounds, as against $1.72 from Vancouver, 


Changes in freight rates within Alberta do not cause any 
changes in delivered prices in Alberta for sugar sold by , oO. 2 SO 
its prices remain those of B.C.S.R. based on Vancouver, Ina 
B.C.S.R. Distribution Report for January to March, 1955 (AMF 752- 
765) reference was made to a reduction in the freight rate from 
C.S.F. factories to Vegreville, Alberta from $1.29 to 78 cents and 
the comment was made, ''This naturally did not affect the price at 
Vegreville, . . .'' The reduction in rates had apparently been made 
by the railway in an effort to meet truck competition from Edmonton 
to Vegreville but the adjustment in price at Vegreville to bring it 
into closer relationship to Edmonton had to wait until the introduction 
of the equalized freight rate structure in March, 1955, 


It is mportant to note that the structure of delivered prices 


ORO 


in Alberta is based upon the scale of fifth-class freight rates from 
Vancouver, To the extent that any cheaper freights are available, say 
by trucking, the prices are above the level at which offshore sugar 
could be imported at Vancouver and transported hy the cheapest means 
of transportation, From time to time situations have arisen in which 
because of the availability of lower-cost trucking or a lower tariff of 
freight charges to one point than to another (as in the case of 
Vegreville in relation to Edmonton referred to above) B.C.S.R. has 
had difficulty in maintaining the system of delivered prices in 
particular areas, The policy has been followed of maintaining the 
system and attempting to confine any disturbances caused by varying 
freight costs to as small an area as possible. 


Delivered prices are also used in Saskatchewan but the 
pattern is made more complex because in the eastern part of the 
province sugar can be delivered more cheaply from Montreal than 
from Vancouver, The system of prices in Saskatchewan is described 
as follows, in the letter from B.C.S.R.: 


In Saskatchewan the price made up from Vancouver meets the 
price made up from the East. Our Saskatchewan prices are the 
cheaper of Vancouver base price plus freight to destination plus 
10¢, or the Winnipeg base price plus the balance of the through 
freight from the Lakehead. To illustrate: 


Yorkton made up from Vancouver 


Vancouver base $8.00 
Freight 2508 
Additional charge Pee) 


10.73 less 5% 
Yorkton made up from Winnipeg 


Winnipeg base $9, 41 
Balance thru freight 448 


$9.89 less 5% 


The price at Yorkton is therefore $9. 89 less 5% = $9, 40 net. 
Deducting freight charges from Vancouver to Yorkton of $2. 63, 
we arrive at a net return of $6.77 per 100 pounds for B.C. sugar 
sold in Yorkton versus a net return of $7. 60 tori B,C. ssuges 
sold in Vancouver, which represents an absorption of 83¢ per 
100 pounds, The B, C, Sugar Refining Company, Limited 
absorbs at all points East of the line where prices made up 
from Vancouver and Winnipeg meet, 


' 


eS pes 


The additional charge of 10 cents in the price made up 
from Vancouver is presumably included to offset the discount of 5 per 
cent on the freight. 


It will be seen from Table 16 that in recent years C.S.F. 
has supplied the larger part of the sugar sold in Saskatchewan, with 
substantial amounts coming from B.C.S.R. and, in some years, from 
Manitoba Sugar, Sales of eastern sugar in this period have been made 
to a very minor extent. Beet sugar is sold in Saskatchewan at a list 
price 10 cents below the price established for cane sugar. This means 
that the net delivered price of beet sugar is 9 1/2 cents less than the 
price of cane sugar. As in the case of Alberta, the price of sugar from 
C.S,F. factories is not affected by the freight cost from those factories 
to points in Saskatchewan but, in those territories where prices are 
based on Vancouver, only by the freight cost from Vancouver, 


iappears from the.evidence of officials of B,C. S.-Ry that 
the cane-beet differential, i.e. the lower selling price of beet sugar 
in Saskatchewan and Manitoba in relation to the price of cane sugar, is 
considered necessary in order to ensure the sale of beet sugar put on 
the market in those provinces, Mr. A. M. Robertson, Vice-President 
Bei poy Rh. Said: 


AS ,.. There has been a prejudice against beet sugar, 
particularly for preserving, over the years, Twenty 
years ago it was quite intense, Then, during the period of 
the war, when Manitoba, Saskatchewan and Alberta got 
nothing but beet sugar, the people who had said for years 
that they could not preserve fruit with beet sugar, did it, 
and they did it very successfully; and I think that went a 
long way toward killing the prejudice in many cases, But 
there are still some places where it is difficult to sell beet 
sugar, except with a differential. 


ay And that applies, as I believe Mr. Rogers said, to 
manufacturing, to some extent? 


A. Yes, there are some manufacturers, particularly 
bottlers, who prefer cane sugar, Their preference some- 
times evaporates with a little differential, though," 


(Hearing, pp, .226-227) 
At a later point in his evidence he said: 


hy. . . . So we do not have too much difficulty selling beet 
sugar, It is just the odd territory we have trouble, But 
you have to keep the differential on, Again, today, the 
retail grocery trade or the wholesale grocery trade will 
not make any particular effort, unless it is worth their 


Sh aes 
while. There has got to be some incentive, '! 
(Hearing, pp. 407-408) 


Although in Alberta beet sugar is now sold without any 
differential in price, it is clear from the evidence cited that in 
Saskatchewan and Manitoba it is considered necessary to maintain a 
price differential and sales of beet sugar. would not be made to the 
same éxtent.as now without a difference in price. “it follows from 
this that, as in the case of Alberta, sugar is sold in that part of 
Saskatchewan in which prices are based on Vancouver at the highest 
possible price as determined by the possibility of offshore imports of 
refined sugar at Vancouver and the freight cost from Vancouver to 
Saskatchewan, This is the general situation, even though 86 per cent 
of the sales of sugar in Saskatchewan consisted of Alberta beet sugar 
in 1954, It might be modified within narrow limits by the extent to 
which the 10 cent additional item is greater or less than the actual 
discount on freight and by the possibility of cheaper transportation 
being available than the rates used by B,C.S,R. in calculating its 
prices in Saskatchewan, 


East of the line in Saskatchewan where prices are based 
on Winnipeg or perhaps, more accurately, on Montreal, it must be 
concluded that the price level of sugar is affected by much the same 
factors as apply in the case of Vancouver. Reference has already 
been made to the evidence that the refinery list price at Vancouver is 
35 cents per 100 pounds higher than at Montreal and that the freight 
cost of bringing offshore refined sugar to Vancouver is approximately 
30 cents per 100 pounds higher than the cost to Montreal, The 
difference of 35 cents in list prices between Vancouver and Montreal 
is €quivalent to-a difference of 33 cents in net prices, Pio thevexten: 
that the price of refined cane sugar in eastern Saskatchewan reflects 
the price level at Montreal determined by the possibility of offshore 
imports and the cost of getting the sugar to Saskatchewan, the 
situation is of the same general nature as in the western part of the 
province, The amount of freight charges which are added in 
eastern Saskatchewan is not arrived at in as simple a manner as in 
the territories where prices are éstablished by BYG@ySoR, | Phissis 
due to the fact that during the period of open navigation on the Great 
Lakes, sugar can move to the Lakehead at a lower cost than during 
the period of closed navigation when only land transportation is 
available, It is possible, however, to build up storage stocks at the 
Lakehead during the navigation season and costs of storage then 
become a factor, As the price of sugar in eastern Saskatchewan, as 
already indicated, is regarded by B.C.S.R. as the price at Winnipeg 
plus the balance of through freight, the establishment of prices at 


Winnipeg will be described in reviewing the price situation in 
Manitoba, 


The following description of the price structure in 


7 


Manitoba was given in the letter from B.C.S.R. to the Commission: 
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In Manitoba prices are set by the Eastern refiners based on the 
Montreal price to which they add an equalized freight which is 
between the lake and rail rate and the all-rail rate, These 
prices are published by the Eastern refiners, together with a 
list of equalized rates to different points in Manitoba. This 
equalized rate is higher than the rate at which Eastern sugar 
moves to Manitoba during open navigation, i.e. April to 
November, which is the period of heavy movement of sugar, The 
equalized rate from Montreal to Winnipeg at present used by the 
Eastern refiners to establish prices is $1.76 per 100 pounds, 

In our brief, which we submitted to you prior to the hearing, we 
quoted a freight cost from Montreal to Winnipeg of $1.59, This 
is the published commodity water-rail rate in effect during open 
navigation and is based on a water rate from Montreal to 
Lakehead of 71¢ plus the rail rate from Lakehead to Winnipeg of 
88¢. However, we have heard of cheap trucking from Lakehead 
to Winnipeg as low as 60¢, Therefore, we feel that in spite of 
the fact that during closed navigation, storage charges at 
Lakehead are involved, this is probably offset to a considerable 
extent by cheap trucking. Prices for Alberta and Manitoba 

beet sugar in Manitoba are based on published cane prices for 
that province announced by the Eastern refiners less a cane f/beet 
differential, which at present is 20¢ per 100 pounds, In other 
words, in Manitoba beet sugar selis for 20¢ per 100 pounds less 
than cane sugar from Montreal, 


Since writing the brief, sugar prices in Gnada have increased 
10¢ oer 100 pounds. This does not affect absorptions apprec- 
iably. The Montreal net return is now $7.27 per 100 pounds 
instead of $7.17 per 100 pounds as stated inthe brief, On the 
other hand, prices at Manitoba and Saskatchewan points are 
also up 10¢ 
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The calculation of the price at Winnipeg which, as 
indicated in the illustration for Yorkton, was given as $9.41, is 
presumably made as follows: 


Montreal base $7.65 
Equalized freight 

from Montreal 1,76 
Winnipeg base $9. 41 


B. C. S. R. put a number of illustrations before the 
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Commission which in its opinion indicated that during the period of 
open navigation eastern refiners could net a larger return on sales in 
Manitoba than if selling f.o.b. Montreal and could make sales at many 
points in Saskatchewan and have to absorb less freight cost than 
B.C.S.R. in making shipments from Vancouver, This argument, of 
course, rested on the difference between the amount of "equalized 
freight" and lake-rail freight, the reasons for which are not in 


evidence in the inquiry. 


It has already been pointed out that the Saskatchewan 
market has been served almost entirely by western sugar, principally 
Alberta beet sugar and Table 17 shows that, in recent years, over 
three-quarters of the Manitoba market has been supplied by western 


sugar, 


The situation in Western Canada as described by B.C.S.R. 
and borne out by the evidence is that from time to time eastern refin- 
ers establish western prices by adding "equalized freights" to a 
Montreal base price, From time to time, B.C S.R. establishes ~ 
prices by adding freights to a Vancouver base price. The formulae 
determine a pricing frontier in Saskatchewan on the western side of 
which B.C.S.R. uses its own prices, and on the eastern side, both 
western and eastern sugar is priced on the basis of eastern prices, 
To this it is necessary to add that in Saskatchewan, beet sugar has a 
list price 10 cents less than cane sugar and in Manitoba the 
differential recently has been 20 cents, 


3. Exchange of Information in Regard to 
Delivered Prices 


The use of the system of delivered prices in the areas 
where prices are determined in relation to the Montreal base has 
been accompanied by the exchange of detailed information between 
brokers in Winnipeg acting as representatives of B.C.S.R. and 
C.S,F, and brokers acting as representatives of Canada and 
Dominion Sugar Company. It is obvious, of course, that in any 
market suppliers will endeavour to secure as much information as 
possible about the selling policies of possible rival sellers and 
particularly about the prices at which goods are offered. 


Under a system of delivered prices a general change in 
price involved changes in the prices for all the points at which de- 
livered prices are quoted, A few examples from the evidence will 
indicate how information has been exchanged, The brokerage firm 
of Donald H, Bain Limited has been the representative of By Gao. 
and C,S,F. and the brokerage firm of Grant, Atkinson & Blair has 
acted as brokers in Winnipeg for Canada and Dominion Sugar 
Company, On April 27, 1951 Donald H. Bain Limited wrote to 
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Grant, Atkinson & Blair: 
"Referring to telephone conversation, we give you here- 


under Canadian Sugar Factories! prices cotton basis, 
effective April 16th/51 at the following points: 


eter he Meat. StL cy cee «pee 
OU NIeI! ee Gg kG Ae Ie fee oo keg ae 
EAL OUR 6 Sas slo ap ined Eewlane a Oe 
Re a SM eM bit alge aot ol ais oc eek 
MURR UAT) Gio ees! ts cy ge gle Shel ei ee 
CRC OTA GR. os le Oe Pi ee oe 
(ASA 105) 


In view of a pending increase in freight rates the trade was 
notified in February, 1952 that the price of sugar would be increased. 
on repruary 7, 1952, Donald H, Bain Limited wrote to CG. Ss F:: 


'We attach hereto Grant Atkinson & Blair's price list on 
sugar effective February llth, also list of equalized freight 
rates to various points in Manitoba, 


We have asked these people to let us have equalized rates 
for Winnipegosis, Grandview, Birch River, Benito, Minitonas 
and Pine River, and as soon as we have this information we will 
send iC to wou, " 

(AMF 1080A) 
(ATH 390A) 


A further letter containing the following was sent to 
Moai onepeprnary 12, «i952: 


'We sent you last week a list of equalized freight rates 
published by Grant Atkinson & Blair for points in Manitoba, 


We have now secured from them equalized freight rates for 
other points which we had on our list and these are as hereunder: 


Benito , . 2,34 
Birch River. P aan; oS 
Grandview . s at g A 
MAIC ONS Bo techy las LY A 
Pine River. e220 
Winnipegosis 2, 20 


and in order to establish the price at these various points you 
simply take the Montreal price which is $10, 20 and add these 
fates to it." 


(AMF 1057) 


of 10 cents under the price of cane sugar. On September 19) 1952; 
C.S.F. wrote to Donald H. Bain Limited as follows: 


contained the following: 


to: G. 
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In 1952, beet sugar was apparently priced at a differential 


'We enclose herewith, price lists of Alberta Sugar in Manitoba, 
effective September 18th. Would you kindly check this list over, 
advising if same is correct, 10¢ under Cane Sugar. 


Would you kindly send us a price list issued by the Eastern 
Refineries, We are especially interested in their prices at The 
Pas, Flin Flon, and Churchill. No doubt you could advise us the 
prices that the Eastern Sugar Refineries quote at the three 


places mentioned above,"! 
(ATH 441A) 


The reply to this letter from Donald H. Bain Limited 


‘Weare in receipt of your letter of the 19th attaching 
price lists on Alberta sugar for points in Manitoba, for which 
we wish to thank you, We have checked over these prices and 
find same to be correct, 


We note also you state you are especially interested in the 
Eastern Refineries' prices at The Pas, Flin Flon and Churchill, 
We are afraid that we cannot give you prices at these points as 
the Eastern refiners advise they do not quote for shipment to the 
points mentioned, and if they receive enquiries they use our 
prices!” 


(ATH 63B) 


On November 26, 1954, Donald H. Bain Limited wrote 
S. F. as follows: 


"Qn the 24th we sent you new price list on sugar issued by 
Grant Atkinson & Blair, effective December Ist."and’ attached te 
it freight equalization sheet. 


After it has served your purpose would you please return 
this equalization sheet to us, ora copy of same, as G.A. &B. 
have no extra copies they can give us, 


(ATH 541) 


———— 
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4, Varying Factory Returns Produced by Delivered Pricing 


The fact that western beet sugar is sold on the basis of the 
prices established for cane sugar without regard to the actual cost of 
transportation from the beet sugar factory means that the net return to 
the beet sugar factory from the sale of refined sugar is a varying one 
depending on the amount of freight charges included in the price 
established for cane sugar, The net returns from sales in the eastern 
Prairies is further affected by the fact that prices in this area are 
established on the Montreal base, 


Table 18, based on a tabulation made for the Commission 
by B. C. S R., shows the price of cane sugar on September 28, 1956 
at a number of points in the Prairie Provinces and the then current 
freight rates from each western refinery to the same points. 
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Table 18 - Current Selling Prices for Sugar and Current Freight Rates, 
as of September 28, 1956, for Various Municipalities in the 
Prairie Provinces 


OD 
<q 
& ete 
3 gy eta 2 
~ Ag 8 & v aS bo 
emu o <q vo v 
Hi g vy AG =) O Ye ra 
fe) 0 gy a fe) +a Rit ee: 
a Seay Oe ) & ) eS q 
> Hood cd q oO ¢q > fe) Or G 
= TFG) at ey « a «8 at Salis 
6) Goa: Pew Oa © > fo H oo) = 
Alberta 
Calgary 9,63 Delivered 150* 
Edmonton 9. 80 " 150* 
Grande Prairie 10,54 JL 250 
Lethbridge oak i 150%* 
Medicine Hat 9.94 ™ 150* 
Red Deer 9,81 m 189 
Vermilion LO. OT ms 159 
Wainwright 10,02 tb 154 
Saskatchewan“ 
Estevan 90 
Lloydminster 150* 
Melfort 120 
Melville 73% 
Moose Jaw 91% 
N. Battleford 124% 
Prince Albert 117% 
Regina 86* 
Saskatoon 107* 
Swift Current 128 
Tisdale ie 
Weyburn 94 
Yorkton 73% 
Manitoba?2 
Brandon 52% 
Dauphin 58> 
Flin Flon 118% 
Selkirk 27 
Souris 67 
Winnipeg A 


(for footnotes see next page) 
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Footnotes for Table 18 


Ks All current prices as shown are subject to a discount 
of 5%. 

2. Beet sugar sells at a 10¢ differential below cane, 

2. Beet sugar sells at a 20¢ differential below cane, 

** Rates thus marked are applicable rates for sugar lower 


than fifth class freight, 


From the information contained in Table 18 it is possible 
to calculate the net return at the factory, less discount and freight, 
for shipments to each of the municipalities listed. For purposes of 
simplification it will be assumed that shipments from C. S. F. 
factories would be made from the factory having the lowest freight 
rate, in cases where the freight rates differ. 
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Table 19 - Net Return at Factory for Shipments of Sugar to 
Various Municipalities in the Prairie Provinces 
as of September 28, 1956 


List Prices Net Price* Net Return** 
City or Town Beet C.S F.| Manitoba Sugar 
5 % % 9 $ 


Alberta 

Calgary 9703 ce 8. ve 
Edmonton O30 oF ot ie 
Grande Prairie| 10.54 | 10. 8, ihe 
Lethbridge 9.85 oe 9: ce 
Medicine Hat 9.94 Se ee a 
Red Deer ool 93 8. bes 
Vermilion EGSUT MOL Oe 8.4 te 
Wainwright LO D278 PLO: 8, i 
Saskatchewan 

Estevan 9.94 Qe oe 8. 
Lloydminster | 10, 08 ve 8. Re 
Melfort 10, 24 os 8. 8. 
Melville 9.89 9 fie 8. 
Moose Jaw 10, 09 9. 8. 8. 
N. Battleford LO: 18 9. ae 8. 
Prince Albert | 10, 32 9, 8. 8. 
Regina a ig 9. 8. 8. 
Saskatoon Ng's a ea Oy 8. & 
Swift Current roma 9, 9, §: 
Tisdale POLS 9. 8. 8. 
Weyburn 986 9: 8. 8. 
Yorkton eke) o. i be 8. 
Manitoba 

Brandon 9.79 

Dauphin yh atets: 

Flin Flon a ee 

Selkirk 9,41 

Souris 9.79 

Winnipeg 9. 41 


* After deducting discount of 5% from list price. 


** After deducting freight rate shown in Table 18. 
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The figures for net return are based on the freight rates 
as reported by B. C. S. R. and shown in Table 18. If transportation 
can be done more cheaply by trucking the net return would be increased 
by any difference between railway freight and trucking. It will also be 
apparent from the tables that freight rates reflect in some instances 
the volume of traffic or, perhaps, the availability of alternative means 
of transportation, For example, the following are the railway 
mileages and rates from Taber and Winnipeg to Regina and 
Saskatoon: 


Mileage Freight 
Taber to Regina 3860 70 cents 
Winnipeg to Regina 356 86.) 
Taber to Saskatoon 543 Ys a 
Winnipeg to Saskatoon 470 SU s0 Te 
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CHAPTER V 


EFFORTS OF B.C.S.R. TO MAINTAIN AND EXPAND 
SALES OF ALBERTA BEET SUGAR 


1, Expansion of Sales of Alberta Beet Sugar in Period before 
Wartime Sugar Rationing 


im i9ai, the year in which B."CyS:R}. took control of 
C.S.F., production of beet sugar from the Raymond factory, the only 
plant then in operation, was 31 million pounds. This quantity was 
probably equivalent to about 60 per cent of the total consumption of 
sugar in Alberta at that time, A number of years of promotional work 
on the part of B.C.S.R. and C.S.F. were required, however, before 
the sale of beet sugar in Alberta rose to 60 per cent of the total and 
from the start it was necessary to sell beet sugar in Saskatchewan 
as well, Even though the production of beet sugar at Raymond was 
only equivalent to about 40 per cent of the total amount of sugar sold 
in the two provinces, considerable difficulty was experienced in 
securing this proportion of the market. In a letter of January 15, 
1934, to the Prime Minister of Canada, E. T. Rogers, then 
President of B,C.S.R., wrote: 


we wish to point out that many of our customers have a 
strong preference for cane sugar, and,in spite of a vigorous 
advertising campaign, and a price differential in favour of beet 
sugar, we have been unable to maintain the necessary volume 
of beet sugar sales, with the result that we were obliged to 
Carey over into 1933 ten per cent of our’ 1932 production’. ’... 


(AMF 98-102) 


As will be seen from Tables 15 and 16, by 1935 (the first 
year for which a break-down of C.S.F. sales is available) sales of 
beet sugar in Alberta amounted to 54 per cent of the total and in 
Saskatchewan to 31 per cent of the total for that province, Between 
1931 and 1934 (production from the latter year would be largely sold 
in 1935), production of beet sugar at Raymond increased by 
approximately 22 million pounds, while sales of B.C. cane sugar in 
the provinces of Alberta and Saskatchewan from 1931 to 1935, 
declined by approximately the same amount, The policy of reducing 


esis 
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sales of cane sugar in the Prairie Provinces when this would assist 
the sale of Alberta beet sugar has been consistently followed by 
B.C.S.R. The brief submitted to the Commission on behalf of 


6B. G75. KR. States: 


At no time has B.C.S.R. refused to sell a customer in 
Alberta or Saskatchewan cane sugar if he insisted on it, 
However, great persuasion has been used to get customers to 
buy beet sugar, as the sugar had to be sold as it had been 
produced and the next crop was always in prospect, 


In 1936, the Picture Butte factory of C.S.F. came into 
production and the total output of Alberta beet sugar was increased 
substantially. .B.C.S.R. and C..S.F,. were not. successiuliauncreace 
ing sales of beet sugar sufficiently in Alberta and Saskatchewan to 
absorb the increased production and in spite of the increased freight 
on shipments further east an expansion of sales territory was 
considered, At this time the province of Manitoba was supplied with 
sugar entirely by eastern refiners as there was no beet sugar factory 
in the province and sales of western sugar did not extend further 
east than Saskatchewan, 


There is little evidence as to contacts between B.C.S.R 
and eastern refiners prior to this period but correspondence in 
evidence of the inquiry indicates that senior officers of the respective 
companies communicated on occasion about situations which were 
regarded as disturbing to price relationships of eastern and western 
sugar in the boundary area established by freight rates from the east 
and west, Such matters as car diversions on the railway and trucking 
which would shift the normal market territories were among those 
discussed in such communications, It was, therefore, in keeping with 
this attitude for E, T. Rogers, then President, B.C.S.R., to write 
the following letter to C. H, Houson, then President of Canada and 
Dominion Sugar Company, on Augusts 7. 1957s 


‘We are faced with a very difficult problem in the disposal 
of our production of Beet Sugar, due to the fact that our second 
factory was brought into Operation at a time when the market was 
not yet ready to absorb an increased proportion of Beet Sugar, 
Present prospects indicate a carry-over at the end of 
September of between ten and fourteen million pounds, and the 


coming crop, unless damaged by frost, is expected to yield at 
least 1 Ton per acre more than last crop. 


Under the circumstances, we feel obliged to do whatever 
we can to enlage our market for Beet Sugar, and as the 
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Provinces of Alberta and Saskatchewan and the easterly portion 
of British Columbia are already saturated, there remains only 
Manitoba as an outlet for our surplus production, The only 
other alternative would be the reduction of acreage, which is 
hardly practical under present conditions. 


As far as this Refinery is concerned, we are not interested 
in Manitoba as long as the freight rates are against us, but with 
our Beet Sugar subsidiary the case is different. For instance, 
the rate from Raymond to Brandon is 86¢, 


Before taking any action in the matter, I would be very 
glad to have your views,"! 
(AMF 239-240) 


Mr. Rogers! letter was acknowledged in Mr. Houson's 
absence by W. J. McGregor, then Secretary-Treasurer of Canada and 
Dominion Sugar Company, whose reply, dated August 26, 1937, con- 
tained the following: 
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Speaking personally, I do not see how your suggestion 
could be worked out, as our field in the West is already limited 
to Eastern Saskatchewan. In looking over the population of 
Alberta and Saskatchewan, it is approximately 1, 700,000, so that 
35# per capita in the two provinces should absorb your beet 
production and then of course, you have Eastern British 
Columbia, to the points where the mountain freight rates change, 


I have followed the policy of confining the sale of our beet 
sugars to western and northern Ontario points, insisting that the 
buyers take a certain proportion of beet sugar at a differential, 
in line with their cane requirements. I should imagine that you 
could also adopt a similar policy, applicable to Eastern British 
Columbia, Alberta and Saskatchewan as far as the Regina border, 


(AMF 238) 


In a reply to Mr. McGregor's letter, Mr. Rogers wrote on 
August 30, 1937: 


I think we are doing everything within reason to increase 
the proportion of Beet Sugar sold, but our experience has been 
that, while it is comparatively easy to sell 30% or 40% Beet 
Sugar, it is a very different matter to raise the proportion to 50% 
or 60%. Apparently some customers are quite indifferent as to 
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what kind of Sugar they buy, while others will take Beet because 
it is sold at a differential, but there are still others who 
absolutely refuse to buy Beet Sugar, particularly at Jamming 
time, and while we have been trying to break down this pre- 
judice by means of advertising, etc., our output, as previously 
mentioned, has got ahead of consumption. 


With regard to the third paragraph of your letter, I do not 
understand how you can insist that a buyer shall take a certain 
proportion of Beet Sugar. Would he not transfer his account to 
another refiner rather than purchase something he did not want? 
In our case the situation is somewhat different, in that we re- 
present the only source of supply over a considerable area, but 
we would consider it poor policy to take advantage of that position 
by attempting to force our customers to purchase Beet Sugar when 
they wanted Cane. I feel sure that any such attempt would raise 
a storm of criticism amongst the trade. 


(AMF. 236-237) 


Also on August 30, Mr. Houson made the following reply to 
Mr. Rogers! letter of August 17: 


I will be relieved if you can leave matters as they are for 
the present, until we can get together personally and talk things 
over, I might tell you there has been a feeling for some time 
that the territory covered at present by your company was a very 
extensive one and that your distribution was very large. Should 
any attempt on your part be made to spread out from your present 
position, I am fearful of an overlapping of territories, which I do 
not believe will be beneficial to any of us,"' 


(AMF 235) 


Mr. Rogers replied to this letter on September 1. He 
wrote, in part: 


It was not my intention to make any attempt to enlarge our 
outlets for Beet Sugar until we had more certain knowledge of the 
size of the next crop, and even then it may not be necessary to do 
anything if the proportion of Beet Sugar sold in existing territory 
can be increased the required amount, I thought it advisable, 
however, to let you know the position in case we become forced, 
by a continually increasing surplus, to take some action in order 
to dispose of such surplus,!! 


(AMF 233-234) 
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Mr. Houson acknowledged receipt of Mr. Rogers! letter 
on September 4 and replied: 


", . . I note it may not be necessary to do anything if the pro- 
portion of beet sugar sold in existing territory can be increased 
to the required amount, I trust this is just what will occur, 


There are some points I would like to bring up but this 
cannot be done very well by correspondence and I presume you 
will not be in the East for some little time. I know the feeling of 
our own people in this matter as well as that of the Eastern 
refiners and IJ am certain that by selling further Eastward as you 
have tentatively suggested, the small benefit you would secure 
would be more than offset by other disadvantages. 


(AMF 232) 


By November, 1937 B.C.S.R. had decided to enter the 
Manitoba market with Alberta beet sugar. On November 8, 1937, 
mos. shovers wrote Wl-J, McGregor in reply to a ‘letter from the 
latter dealing with reports from Manitoba about western sugar being 
trucked into Manitoba from points near the Saskatchewan- Manitoba 
boundary at prices lower than those for eastern sugar. Mr. McGregor 
had expressed the hope in his letter that something could be done to 
Borrect the diversion practice, Mr. Rogers! reply contained the 
following: 


As regards Beet Sugar, the situation is no doubt aggravated 
by the 20¢ differential in effect in Saskatchewan, but there would 
be no advantage in rectifying that situation as we have finally 
come to the conclusion that the disposal of our Beet production is 
quite impossible in Alberta and Saskatchewan and we will be 
obliged to dispose of the balance in Manitoba, 


Last year we produced some 65,000,000 lbs, and had a 
carryover of over 10,000,000 lbs. This year from the same 
acreage we now expect to produce 74,000,000 lbs. so you can 
see what we are up against, 


There is one point which I neglected to mention in previous 
correspondence on this subject, and that is that this increased 
output for a market already saturated with Beet Sugar was not of 
our choosing. As you are probably aware, had we not agreed to 
establish a second factory at Picture Butte and contract for 
5,000 additional acres of Beets, the Alberta Government would 
have entered into an agreement with the Amalgamated Sugar 
Company whereby that Company would have established a large 
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factory, for which they stated that they would accept contracts 
for from 20,000 to 25, 000 acres of Beets, which, of course, 
would have completely demoralized the market in the three 


Prairie Provinces. 


I have not discussed this matter with any of the Eastern 
Refiners and do not propose to do so; perhaps, however, when 
the question of why we are shipping so far afield is raised you 
may have an opportunity of explaining our ‘position. Obviously, 
it would be absurd for us to continue to pyramid our carryover 
and you will appreciate as well as I do the difficulty of 
restricting acreage, 


As far as B, C. Sugar is concerned, we are studying the 
Yorkton situation with a view to making some adjustment, if 
possible, which will have the effect of preventing shipments to 
Manitoba points, at the same time preserving our market in 
Eastern Saskatchewan, 


(AMF 227A-229) 


On November 26, 1937, W. J. McGregor sent the 
following telegram to E, T. Rogers: 


"HOPE MR ADAMSON HAS DISCUSSED WITH YOU OUR 
TELEPHONE CONVERSATION OF THIS MORNING STOP 
UNLESS HEARING FROM YOU TODAY. WILL ASSUME YOU 
HAVE NOT ALTERED YOUR DECISION ON THIS MATTER 
WHICH I CONSIDER IS OF VITAL IMPORTANCE TO 
BOTH OF «US BEST REGARDS}! 


(AMF 225B) 


The following telegram in reply was prepared by E. T. 
Rogers on the same day: 


‘Replying your wire regret can see no alternative to 
proceedure [sic] contemplated and now that we know this 
season's production any further delay would only increase our 
difficulties in disposing of surplus kind regards'! 


(AMF 224A) 


The sequence of events at this time is described, as 
follows, in the brief submitted to the Commission on behalf of 
|e Gee | 


On November 24, 1937 C.S.F. made their first move by 
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offering Alberta sugar at 15¢ per 100 pounds under the price for 
Eastern cane sugar, This sold some sugar until on November 29 
the Eastern refiners cut their price from $5.20 per 100 pounds to 
$5.05 to meet Alberta competition, C.S.F. promptly cut to 
$4.90, which was followed by the Easterners on November 30. 
These progressive cuts continued in 15¢ amounts until on 
December 1 Eastern sugar was offered at $4.00 and Alberta 
sugar at $3.85. By this time it was apparently obvious to the 
Eastern refiners that C.S.F. was determined to become 
established in the Manitoba market and on December 2 they 
withdrew from the price war and re-established their price at 
$5.20. On the same day C.S.F. re-established their price at 
$5.05 or end per 100 pounds under the Eastern price, and C.S.F. 
has had a share of the Manitoba market ever since. During the 
price-war period, C.S.F. sold a total of 3,322,000 pounds of 
Alberta sugar in Manitoba, all of which was finally invoiced at 
the low price of $3.85, as during that period wholesalers were 
protected against decline in price on sugar in transit. 


The price war extended into Saskatchewan, as Eastern refiners 
offered sugar in Regina, Saskatoon and six other main 
Saskatchewan points at prices considerably under C.S.F. C.S.F. 
cut below them and held the market except for a few carloads, 
Eastern sugar was also offered in Alberta, but as faras 

C.S.F. knew, no Eastern sugar was sold in that province. 
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On December 1, 1937 when, according to the above 
account, the price of sugar reached its lowest point in Manitoba, E, T 
Rogers drafted the following telegram to J, W. McConnell, then 
President, St. Lawrence Sugar Refineries Limited: 


"Only alternative we have to marketing surplus beet production 
in Manitoba is drastic reduction acreage for coming season which 
we do not consider feasible stop Have you any suggestions ?"' 


(AMF 226) 


Although the brief of B.C.S.R. states that the price of 
eastern sugar was re-established first, the recollection of T. George 
Wood, who was General Manager of C.S.F. at the time, was as follows: 


ZF Emerging from the price war that occurred, what 
happened then? 


A. Again, what I know of the situation -- I only know it from 
instructions that I have received from Vancouver. But at 
the close of that period I think it is proper to say that we 
were the first people that put our price up, In other words 
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we had had enough of the battle, and so did the other 
fellows, So they started to restore the prices of sugar, 
and most of this testimony that was in this Statement of 
Evidence is new to me, But [ think it is quite evident that 
there was considerable manoeuvering for position after 


the price war,"' 


(Hearing, p. 510) 


Mr. Wood also recalled that the sales of Alberta sugar in 
1937 in Manitoba were made within the 10-day period of the price war 
(Hearing, p. 509), That this was the situation is also indicated by the 
following portion of a letter of December 13, 1937 from Donald H. 
Bain Limited to C.S.F.: 


The retail trade, particularly, like your Fine Sugar, 
They also like the clean, attractive bags. We feel that we should 
be in a position to continue to sell and develop the sale of 
Alberta sugar on a basis without loss to you, 


In connection, however, with selling on the same basis as 
Dominion, you can quite realize that we will have to have a 
differential under Dominion due to the fact that when a buyer 
purchases from them they can also purchase specialties for 
enclosure in this car to the head of the lakes. We therefore 
suggest that you endeavour to allow us to take business ona 
basis of the present price of $5, 15 which is the price Eastern 
refineries are selling cane sugar at, (Dominion selling at $5, 10) 
and allow us to make a confidential allowance ourselves of 10 or 
15¢ under this basis to our buyers, We believe this matter could 
be kept confidential without breaking the price. We feel that if 
we do openly meet Dominion at $5.10, the Eastern refineries will 
automatically reduce their price as they have intimated to our 


trade that they are definitely going to keep Alberta sugar out of 
Manitoba, 


(AMF 222-223) 


Early in 1938, W. J. McGregor of Canada and Dominion 
Sugar Company renewed suggestions for a meeting to discuss the 


situation in Manitoba. Ina letter to Mr. McGregor om January: 
1938, E, T. Rogers wrote: 


‘Replying to your letter of the 17th January, I did think of 
taking a trip to the East at one time, but on further consideration 
I came tothe conclusion that no good purpose could be served, 
The only point in making the trip would have been to endeavour to 
reach some understanding whereby Raymond surplus sugar could 
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be sold in Manitoba without unduly demoralizing the market, but 
after my telephone conversation with one of the Eastern Refiners 
I came to the conclusion that nothing of the kind could be effected, 
though it does seem odd that four eastern Companies can sell 
sugar in Manitoba without disrupting the price, whereas the entry 
of a Western Producer immediately results in a price war, 


No amount of discussion will alter the fact that we have a 
large surplus to dispose of, some of which must be sold in 
Manitoba, but if you have any suggestions to offer I will be very 

| glad to have your views, Would you consider some arrangement 
whereby you took over the sale of our surplus in Manitoba? 


(AMF 219B-220) 


In a letter in reply on January 31, 1938, Mr. McGregor 
referred to a telephone conversation with Mr. Rogers in the previous 
year in which he had suggested that his company undertake distribution 
of Alberta beet sugar in Saskatchewan along with the sale of cane 
specialties (AMF 217A-218),. 


A memorandum of March 30, 1938 inthe files of B.C.S.R. 
contains the following: 


"McGregor called - suggested we consider packing 
Manitoba sugar intheir bags - advantage - less chance of start- 
ing price war with cane people. I said I would consider it, 


He said 'they were not selling a pound of beet', and had 15 
million at head of lakes, 


(AMF 209) 


invawhettersvof Aprils, 1938-to T. George Woods Eha T. 
Rogers referred to the reported amount of eastern beet sugar at the 
head of the lakes and then went on: 


"6. 6. It is reasonable to suppose that if we continue a selling 
policy which has the effect of driving Eastern Beet Sugar out of 
the market, sooner or later the Canada & Dominion will be put 
into the position of selling the Sugar at whatever price they can 
get for it. Onthe other hand, if we regulate our sales in sucha 
way that a certain quantity of Eastern Beet Sugar can also be 
sold, I do not believe that would be a signal for Chatham to ship 
further supplies to the head of the Lakes, first because their 
production last year was only 45,000,000 lbs., and secondly 
because I understand they are having great difficulty in signing 
up sufficient acreage for the coming season, 
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Assuming that the suggestion offered in my wire is 
followed, even if it results in a very marked falling off in 
business, I would suggest that you permit matters to run their 
course for a time, thereby making possible the disposal of some 
of the Eastern Beet Sugar now hanging over the market and at 
the same time we can ascertain whether it is possible to build 
up a normal business at little or no differential against Eastern 
Beer, 


(AMF 207-208) 


The foltowing day, April 9, 1938, T. George Wood sen: 
the following telegram to E, T. Rogers: 


"IN: WINNIPEG WHOLESALE GROCERS HAVE AGREED 
WITH DOMINION TO USE FIFTY PERCENT OF THEIR 
BEET SUGAR FOR BEET REQUIREMENTS DOMINION ARE 
OPENLY QUOTING LARGER JOBBERS SAME PRICE AS 
OUR CONFIDENTIAL PRICE THEIR’ LIST 1S WISDOM 
[$5.00] HAVE TOLD SMALE THAT WE WOULD BE 
CONTENT FOR THE TIME BEING WITH THIS PRO- 
PORTION OF BUSINESS MAKING NO CHANGE IN OUR 
ALLOWANCE, "' 


(AMF 206B) 


insMa yw L936 5) Wiad McGregor had discussions with E, T. 
Rogers in Vancouver, According to an account of the discussions 
prepared by Mr. Rogers on May 26, 1938, Mr. McGregor was pre- 
pared to agree that 20 million pounds of Alberta sugar could be 
marketed in Manitoba if it were found impossible to sell it in other 
provinces, A proposal was made that Alberta sugar should be sold on 
the same price basis in Manitoba as eastern beet sugar and to 
accomplish this that the agent for Canada and Dominion sugar should 
also handle Alberta sugar, This proposal was objected to by Mr. 


Rogers as likely to lead to criticism of such close co-operation between 
two companies, 


His account then goes on: 


(5) As an alternative, I suggested that our agent should 
approach the Canada & Dominion agent with a view to 
reaching an agreement between themselves whereby we 
would secure the necessary volume of Beet Sugar sales, 
which would be placed in conjunction with sales of Canada 
& Dominion specialties, There would be no arrangement 

or agreement of any kind but Donald H. Bain would merely 


secure the necessary volume by working with Mason & 
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Company rather than against them. 


After thinking the matter over, I have come to the con- 
clusion that we should give this proposal a trial and I think the 
best way to approach Bain would be for you to call on Smale 
either at Winnipeg or some other convenient point and discuss 
the proposal with him in detail. 


In case any additional commission is required due to 
handling the business through two brokers, we could well afford 
to pay the higher commission if we could be assured of selling 
at a reduced differential. It would be necessary for Bain and 
Mason & Company to work out the details between them as there 
would be no understanding of any kind between their principals. 
The whole question should be handled just as if we were suggest- 
ing on our own initiative that Bain might get in touch with Mason 
& Company to find out whether it would be possible to secure a 
greater volume of business and sell in a more orderly manner by 
arranging to supply Alberta Beet with Eastern Cane and 
Eastern Specialties. 


(AMF 195-198) 


This account of the discussions was prepared by Mr. 
Rogers inthe form of a letter to T. George Wood but it has the nota- 
tion, ''Phoned instead - Wood will 'phone Smale | Vice-President, 
Donald H. Bain Limited]''. In his evidence Mr. Wood said he did not 
receive such a letter but he recalled receiving such instructions from 
Mr. Rogers which he summarized as instructions ''that we should give 
the C. and D. -- to be specific -- an opportunity to move their sugar 
that was at the head of the lakes.'' (Hearing, pp. 514-515), 


Donald H. Bain Limited, brokers for Alberta sugar, were 
instructed to proceed along the lines indicated by Mr. Rogers and de- 
tailed arrangements were reported by A. J. Smale of Donald H. Bain 
Limited to have been worked out at a meeting in Chicago with W. J. 
McGregor of Canada and Dominion Sugar Company and a representative 
of the Winnipeg brokers for the latter. In his report of the meeting in 
a letter to E. T. Rogers on June 21, 1938 A. J. Smale wrote that 
Canada and Dominion Sugar Company would move a considerable part 
of its Lakehead stocks of sugar to the east and withdraw eastern beet 
sugar from the Manitoba market until the new crop was available, At 
the end of June, Alberta sugar would be offered at a straight 
differential of 8 cents under the price of eastern cane sugar instead of 
the maximum allowance of 15 cents which had previously been in 
effect. Mr. Smale's report then went on: 
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SHIPMENTS It was also discus sed, and the writer notes 
you are in agreement, that during the months of July, August, 
September and October, that we were to ship into Manitoba up to 
two and one-half million pounds per month but not more than this 
quantity in any one month and that at the end of October we should 
be less aggressive and be satisfied with less sales for the 
balance of the year, in order that Dominion might move some of 
their new crop sugar. I note from your remarks on the phone 
that this meets with your approval, 


I 


(AMF 185-186) 


The distribution of Alberta and eastern beet sugar appar- 
ently proceeded along the lines indicated for the remainder of the 
1938-39 crop year. In October, 1938 eastern beet sugar became 
available at Winnipeg and Alberta sugar was apparently withdrawn 
from that market. This situation seems to have continued until the 
spring of 1939, as indicated by the following letter, dated April 17, 
1939 from Donald H! Bain Limited to-B,G.S 7 Re 


As requested in your wire of the 14th, we advised you that 
Dominion expect to clean up their stocks of sugar at the Lake 
Head by the end of this month, and we felt that we should start 
offering sugar about the 20th, We received your wire of the 
15th, advising that you would prefer to wait until Mr. Wood's 
return which will probably be Monday, at which time you would 
discuss the matter of entering the Manitoba market, 


' 


(AMF 392A) 


A somewhat similar arrangement was apparently followed 
for the crop year 1939-40. On April 9, 1940, W. J. McGregor of 
Canada and Dominion Sugar Company wrote to P. T. Rogers, who had 
recently become President: of BuC.SRu,) that berhadsheardmiat 
Alberta sugar was to be offered on the Winnipeg market and he wished 
that such action would be delayed until June 1 as his company still had 
a considerable amount of beet sugar at the Lakehead. Ina reply to 
this letter on April 15, 1940, Mr. Rogers wrote: 


tt 
While we would not wish to withdraw from the Market, 


once having entered it, we will take your Lakehead stocks into 
consideration, and with this in mind, I have written Mr. Wood 
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instructing him to go slow with our sales, in order to give you 
the opportunity to dispose of your stocks, 


We will probably concentrate for the next few weeks on the 
more favourable Western points, and the volume into Winnipeg 
should be small,"' 

(AMF 383) 


By the fall of 1940, the factory of Manitoba Sugar was in 
operation and Manitoba beet sugar was offered for the first time. 
However only 8 million pounds of Manitoba sugar were sold in the 
calendar year 1940, The entrance of the new producer created some 
fear that there might be some price cutting in the Manitoba market and 
the possibility was discussed in correspondence between C.H. Houson 
of Canada and Dominion Sugar Company and P,T. Rogers of B.C.S.R. 
In a letter of November 26, 1940, Mr. Rogers wrote that it would be 
the policy of his company not to disturb the differential or to offer 
advertising allowances as long as a sufficient sales volume caild be 
maintained (AMF 266B-267), On December 21, 1940, Mr. Houson 
wrote to Mr. Rogers: 

de e e 

Am afraid we are going to have a bit of a scrap in 
Winnipeg. The Manitoba Sugar Company claim they are not cut- 
ting in any way or making any rebates, However, from what we 
hear from all sides, they are, and I would like to get your 
reaction to it, I am just afraid no matter whether there is 
cutting now or not, it will soon start, and there will be another 
debacle such as we had three years ago which I hope we can 


avoids 
(AMF 45B) 


In a reply on December 27, 1940, Mr. Rogers reaffirmed 
the policy indicated in his earlier letter of not making any allowances 
if sales volume was maintained. 


A Sugar Administration had been set up under the Wartime 
Prices and Trade Board shortly after the beginning of war in 1939, and 
supervision of refineries! operations was maintained from that time 
on, Formal control over resale prices of sugar came about with the 
adoption of the general price ceiling in December, 1941 and consumer 
rationing of sugar was introduced in January, 1942, first by the 
"honour system!'! and then, in July, 1942, by coupon, Prior to the 
establishment of these formal controls the Sugar Administration was 
working closely with the refining industry to ensure, as far as 
possible, the maintenance of supplies of raw sugar and the appropriate 
distribution of refined sugar. In April, 1941 an arrangement was 
worked out, with the concurrence of the Sugar Administration, 
between B.C.S.R. and the eastern refiners looking to the marketing 
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of a designated amount of Alberta beet sugar in Manitoba during the 
next twelve months and the withdrawal, for a consideration, of 
eastern cane sugar from Saskatchewan, From this period on, as 

will be seen from Table 17, the Manitoba market for the remainder of 
the war was largely supplied with beet sugar from Alberta and 
Manitoba, A small proportion of eastern cane sugar is also shown by 
the table for this period but presumably this consisted mainly of 
brown and specialty sugars which are not produced from sugar beets, 


2. Period of Wartime Controls 


It is not necessary for the purposes of this inquiry to 
review the operations of the sugar industry during the period of war- 
time controls, The nature and dates of the various measures and the 
times when controls were removed are indicated in the following 
extracts from the brief submitted to the Commission) by ByCpocR:: 


On June 17, 1942 the Wartime Prices and Trades Board 
Order 150 was issued effective July 1, 1942. This order 
instituted coupon rationing and all industrial users, hotels, 
restaurants, etc, were registered, Aneaisugariwoiticers: were 
set up in Eastern Canada - in Winnipeg and in Vancouver - 
operating under the direct control of the Sugar Administration - 
and handling distribution problems, 


Wartime Prices and Trades Board Order 176 issued September 
5, 1942 effective October 1, 1942 gave further and more 
stringent instructions, 


On November 1, 1947 coupon rationing of sugar ended, although 
prices, distribution and supply controls continued. 


March 23, 1949 - Price ceilings were taken off sugar at the 
wholesale and retail level, but the refiners' price for both raw 
and refined was still controlled due to our contract with the 
Canadian Sugar Stabilization Corporation, which corporation was 
formed on January 28, 1947 by Order in Council P, C, 328, to 
take over the duties formerly conducted by the Sugar 
Administration, In other words, as far as the refiners were 
concerned, there was no change in sugar control, 


On December 27, 1949 the jobbers' discount was reinstated at 
5% of the full price and the Canadian Sugar Stabilization 
Corporation adjusted the refiners! price for refined sugar up- 
ward to take care of this additional cost to the refiners, At the 
Same time the refiners were advised by the Canadian Sugar 


———— 
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Stabilization Corporation that they would supply the refiners with 
no more of their requirements of raws and from then on would 
have to do their own buying, It was stipulated, however, by the 
Canadian Sugar Stabilization Corporation that until all the price 
guaranteed raws that had been supplied by the Corporation to the 
refiners were used up there must be no change in the refined 
DricE; 


In March, 1950, all these price guaranteed raws were 
exhaus[t]ed by the Canadian refiners who were then free to 
arrange raws direct from raw sugar producers and conduct 

their businesses at their individual discretions as to price, 
discount, package differentials, etc. This definitely terminated 
any cooperation between refiners! with the exception that the 
Canadian Government a little later concluded a Trade Agreement 
with Cuba, Haiti and the Dominican Republic under which Canada 
agreed to purchase a set tonnage of raw sugar in each of the years 
1951,.1952,.and 1953.4rom these three producing countries. 
Refiners were instructed by the government to cooperate with the 
Department of Trade and Commerce, Ottawa to work out how 
much of these purchases should be taken by each refiner and this 
was done, At the conclusion of the trade agreement B.C.S.R. 
had no further dealings of any kind with any other Canadian refiner, 


This.statement r,elates*te BoC: SR. in the: Statement of 
Evidence the following additional comment is made: 


"Toward the end of 1949, the Canadian Sugar Stabilization 
Corporation Ltd, began to withdraw from the task of 

bulk purchasing of raw sugars, and by the end of March 
1950, had ceased to operate altogether, After its 
withdrawal from the purchasing of raw sugar however, for 
a time Canadian refineries continued purchasing supplies 
under contract with the British Ministry of Food, and for 
this period the Eastern refiners made joint arrangements 
for such purchases, "'! 
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3. Distribution of Alberta Beet Sugar in Post-War Period 
© eee. $$$ 


It will be seen from Table 12 that the production of beet 
sugar in Alberta declined after 1946 until the opening of the Taber 
factory in 1950. In fact, in the second year after the opening of the 
Taber factory, that is in 1951, there was also a low output of beet 
sugar in Alberta compared with the war years, 


The relaxation of rationing in 1947 brought an immediate 
upsurge in sale of sugar, as will be seen from Table 7, This expan- 
sion continued into the following year and was met by increased sales 
of cane sugar in view of the limited supplies of beet sugar available, | 


In anticipation of the additional beet sugar capacity which 
would be provided by the Taber factory, B.C.S.R. was very anxious 
to maintain distribution of beet sugar in Manitoba, even though, as 
already mentioned, supplies were limited at the time sugar rationing 
was lifted, This feeling is reflected in the following portion of a 
Distribution Report of B.C.S.R. for the period October 1-December 
31, 1948: 


As mentioned in the last report, the Administration approved 
distribution of 10,000,000 lbs. Alberta sugar in Manitoba during 
the crop year 1948-49, This approval is subject to revision at 
any time but we are willing to fight hard to hold distribution to at 
least that volume in Manitoba to protect that market as much as 
possible for after Taber comes into production, 


Ten million lbs, is a great reduction from 1947's 33,594, 625 
lbs, but is the most we can manage in view of the reduced 
amount of Alberta sugar available, 


"1 
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(AMF 641-656) 


In July, 1949 the ''Mountain Differential'' was removed 
from freight rates within British Columbia and between British 
Columbia and points outside the province, The ''Mountain Differential" 
had been a surcharge above standard prairie mileage rates and its 
removal lowered the scale of freight charges in the territory where 
prices were determined by B.C.S.R. Its removal also made possible 
the shifting eastward of the boundary between prices based on 
Vancouver and prices based on Winnipeg as it affected only freight 
rates from points in British Columbia. On the other hand, the 
reduction in freight rates from British Columbia with no corresponding 
reduction in freight rates from points in Alberta would lessen the net 
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return at the sugar factories in Alberta to the extent that prices of 
sugar were reduced, The policy was followed by B.C.S.R. of not 
reducing selling prices of sugar in the Prairies by the full extent of 
the reduction in freight rates, The general policy at this time is out- 
lined as follows in a Distribution Report of B,C.S,R. for the period 
July 1 to September 30, 1949: 


On July Ist, 1949, the 'Mountain Differential! was eliminated, 
causing a reduction in prices in Alberta and Saskatchewan and a 
saving in freight for jobbers and manufacturers at B.C, points, 
The Vancouver base price was, of course, not effected [sic] and 
neither was the Winnipeg base price. The 'Mountain Differential' 
was a 25% surcharge over and above the standard prairie mileage 
rates and applied to freight movement between B.C. points and 
between B,C. points and prairie points to the extent of mileage in 
the mountain regions, This reduction averaged approximately 
14¢ per 100 lbs, in Alberta and Saskatchewan and was a direct 
loss to Canadian Sugar Factories on their beet sales as freight 
charges from Alberta factories to prairie points were not 
effected [sic]. However, some adjustments of prices were 
effected at July lst to offset, to some extent, this loss of net 
return on beet sugar sales and to show a higher net return on 
cane sales in the prairie provinces. In Alberta we changed our 
basis for establishing prices from Vancouver base plus freight 
plus one cent to Vancouver base plus freight plus five cents, The 
reason for this was to offset the discount on freight which we had 
allowed in the past, This move increased the cane net by four 
cents and reduced the beet loss by four cents, 


In western Saskatchewan we formerly based our prices on 
Vancouver base plus freight minus 9¢, At July lst we eliminated 
the reduction of 9¢ and thereby increased cane net by 9¢ and 
picking up 9¢ of the beet loss. 


In Eastern Saskatchewan prices were still based on the Winnipeg 
base price, which was unaltered and we could not pick up the 9¢ 
as this would have meant a price increase. We therefore left 
Eastern Saskatchewan prices as they were except that the break- 
ing line where prices made up from Vancouver and Winnipeg 
meet, moved further east and some changes in grading were 


necessary, 


(AMF 672-687) 
As already mentioned, Manitoba Sugar refined cane sugar 


in 1949, The market situation created by this action was also the 
subject of comment in the same Distribution Report, as follows: 
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In October 1948 we decided to make our objective for Manitoba 
distribution 10,000,000 lbs, for the crop year 1948-49. Actual 
distribution was 10, 209, 800 lbs. 


It was not too easy to reach our objective as the Eastern refiners 
were pushing Manitoba sales hard and also the Manitoba Sugar 
Company were refining raws. As mentioned in the last report, 
the Sugar Administration allocated 10,000 tons raw sugar to the 
Manitoba Sugar Company in April and they began to refine them 
in June, To clear the decks for this cane sugar, they pushed 
beet sales as hard as possible and by the end of June had sold 
20,462,000 lbs, of their 1948 production of 25,034,000 lbs. In 
June they started selling cane refined and by the end of 
September had sold approximately 12,000,000 lbs. We were at 
a disadvantage, not being the local company or offering cane 
sugar, and had to do everything possible to promote sales of 
Alberta sugar, The chief factor which gained our objective was 
the secret discount of 10¢ we allowed to carload buyers n 
Winnipeg, This offer is fully described in the last report and 
was in effect throughout the period. The effectiveness of this 
move in Winnipeg is proved by the fact that our Winnipeg sales 
held up well, whereas our sales at other Manitoba points where 
we gave no discount fell off badly. 


1! 


(AMF 672-687) 


During 1949, B.C.S.R. found that some cars of eastern 
cane sugar were being purchased by customers in eastern Saskatchewan 
who had been unable to buy cane sugar from Vancouver on a carload 
basis, The action taken to meet this situation is described in the 
following portion of the same Distribution Report: 
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This problem was carefully discussed by Mr, Rogers; Mr, 
Robertson and Mr, Wood and at that time a 10¢ cane /beet 
differential in the province of Saskatchewan was considered 
However, as this would have amounted to approximately 
$40,000 per year, it was decided not to institute this ‘ 
differential but instead to throw open the Yorkton- Melville 

territory to B,C. cane sugar, It was considered that this move 
would stop eastern sugar coming in as most enclosures for 
Saskatchewan came from Vancouver and not Lakehead and 
there is a distinct advantage to jobbers in getting B.C. cars, 


(AMF 672-687) 
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A somewhat similar situation in the Regina area was 
mentioned in a Distribution Report for the period January 1 to March 
el, 1950, as follows: 


On January llth, Bain, Regina reported that representatives 

of eastern refiners were contacting jobbers in the Regina 
territory offering them eastern cane sugar, Bains suggested 
the possibility of our offering B. C. sugar in that territory to 
prevent jobbers exercising any preference for cane sugar, as 
up to that time we had limited granulated in the Regina territory 
(except Yorkton and Melville) to beet. We agreed to this for 
competitive reasons , 


tt 


(AMF 688-700) 


B.C.S.R. apparently had as its objective the distribution 
of 6 million pounds of beet sugar in Manitoba during the crop year 
1949-50, according to a memorandum from its files, entitled ''Trip 
to Alberta, Saskatchewan & Manitoba, November 19 - 27, 1949", 
This memorandum also commented on the situation in Winnipeg at 
that time as a result of the trucking of sugar from the Lakehead at 
less than rail rates, as follows: 


The Manitoba Sugar Company protested strongly against 
our action in reducing our price 10¢ under list for direct cars 
from Alberta. We refused to consider their protest and told 
them that we were running our own business, It appears quite 
obvious that a cane-beet differential will come into force in that 
market before long, 


We were advised that Western Grocers and The G. 
McLean Co, are trucking sugar from Lakehead at a rate of 54¢ 
against a rail rate of 69¢. This means that in spite of the fact 
that they get the Lakehead discount, they are hauling cane sugar 
into Winnipeg at 12¢ under the list price. This indicates that we 
have to have our 10¢ discount to get any business from these two 
jobbers, Other jobbers are not trucking as the trucking 
companies have not sufficient capacity to haul for them but this 
can increase over a period. The Manitoba Sugar Company say 
that they are going to try and curtail this trucking through the 
railroads on the basis that storage charges at Lakehead are 
based on storage in transit and the sugar should move from 
Lakehead by rail. 


In Winnipeg our present position is that we give 10¢ off 
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list on direct cars from Alberta, We also give 10¢ to the G. 
McLean Co, on carloads ex storage as they have no siding and 
therefore would not buy Alberta sugar without this concession, 
We decided not to meet the Manitoba Sugar Company's com- 
petition by giving 10¢ off list on truck loads of sugar delivered 
to jobbers in Winnipeg, as we do not think this is necessary to 
get our required volume and we found out that this offer by the 
Manitoba Sugar Company is not general and does not apply to 
manufacturers, The Manitoba Sugar Company told us that they 
only gave 10¢ on orders of carlots and that the carlot must be 
taken by truck in one day. We continue our free trucking ex 
storage to jobbers without any discount of 10¢, On the other 
hand, if jobbers order carlots from Alberta and run out of 
sugar in the meantime, we will give them 100 bags ex storage 
and allow them the 10¢. 


(AMF 144-148) 


Further comments on the situation in Winnipeg were also 
made ina Distribution Report of)B,C.S:; Rw form January) tomiarchr 
a1) 250% 


Manitoba sales for the period were most disappointing, Our 
objective for this crop year is 6,000,000 lbs. into Manitoba, 
From October lst, 1949-March 3lst, 1950 we sold approximate- 
ly 2,300,000 lbs,; therefore we must average better than 
600,000 lbs, monthly for the period April lst, 1950-September 
30th, 1950, Every effort will be made to reach this objective. 
The Manitoba market is now intensely competitive, The 
Manitoba Sugar Company have had a hard time disposing of 
their cane sugar, How much they actually produced from the 
10,000 tons raws they bought last year is not known, but by 
March 3lst, 1950 they had sold approximately 17, 500,000 lbs. 
cane refined so they should be nearly out, Their sales efforts 
have been intense and they have the advantage of being a local 
concern, The eastern refiner's representatives have also been 
pushing hard, particularly Canada and Dominion with Redpath, 
Redpath is a tough competitor in Manitoba and has come back 
very strongly since decontrol of distribution, particularly in 
Brandon and Dauphin, We continue to givea 10¢ per bag 

freight allowance in Winnipeg but jobbers apparently prefer the 
quick delivery from Fort Garry or Lakehead, Considerable 
eastern sugar has been trucked from Lakehead in trucks which 
would otherwise return empty, at considerably below the cost of 
railroad delivery, What measures the Manitoba Sugar Co, have 
taken to meet our 10¢ allowance is difficult to find out but 
probably they give 10¢ on truckloads of LCL amounts. 


7 (AMF 688-700) 
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Later inthe year, however, the objective of the sale of 6 
million pounds of Alberta sugar in Manitoba appears to have been 
reached without difficulty according to the results indicated ina 
Distribution Report of B.C.S.R. for the period October to December, 
1950 which contained the following: 


Again regarding total sales for 1950, it is probable that they 
might have been slightly larger if we had had larger stocks of 
Alberta sugar to distribute, Because of our small production 
from 1949 beets, the growers were most anxious to curtail 
Manitoba sales as much as possible and objected to more than 
6,000,000 lbs, for that province, Due to the Eastern Refiners 
being too busy in the East to ship much sugar to Manitoba and 
the fact that the Manitoba Sugar Company were running short, 
there was a considerable shortage in Manitoba during August 
and September 1950, We helped out to a limited extent from 
B.C. but if Alberta had had more sugar we would have had 
little objection from our growers to putting 10,000,000 to 
12,000,000 lbs. of Alberta sugar into Manitoba, instead of 
6,000,000 lbs, and would still have supplied the same amount 
biBeG. Sugar tolthatiprovince. (TheeB, CG, "sugarwas! mostly 
ordered for Eastern Saskatchewan points and diverted as far as 
Winnipeg, with our consent, ) 


(AMF 701-714) 


It will be noted from the excerpt quoted above that the B.C. 
sugar which reached Manitoba in this period ''was mostly ordered for 
Eastern Saskatchewan points and diverted as far as Winnipeg, with 
our consent,'' A disinclination to make direct shipments of B.C. 
sugar to Manitoba is indicated in the following portion of a letter of 
Pern te oo le rom Py T,dRegers, President, of BC, SR, to 
a aeorge Wood, General Manager of C.S. F.: 


Incidentally, Gray [Sales Supervisor, C.S,F.] may have told 
you that Swan River is quite keen to take Alberta sugar providing 
they are allowed a certain amount of cane specialties and cane 
granulated, I have turned this down as I feel that if we relax in 
our policy in Manitoba at one point we may be forced to relax 

in others which would not only cost Canadian Sugar Factories 
more in the way of absorbed freight but also might lead to 
repercussions from other cane sugar suppliers in the Eastern 
market which would seem to me slightly undesirable as long as 
things continue as they are and as long as we are able to dispose 
of the required amount of Alberta beet sugar east of the 
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Saskatchewan border. 


(AMF 131A-133B) 


The extension of the cane-beet differential in Manitoba in 
1951 by B.C.S. Re aiter confirmation that such an allowance was being 
offered by Canada and Dominion Sugar Company is described ina 
memorandum of May 4, 1951 from the files of B.C S.R. 


"'Cane/Beet Differential in Manitoba 


On April 30th we were advised by Mr. Ogden of Donald H. Bain 
Limited, Regina, that he had been contacted by Mr. 
Karbashinsky of K. & W. Wholesale, Melville, regarding a 10¢ 
beet differential at Melville. Mr. Karbashinsky said he had been 
advised by the Canada & Dominion Sugar Company representative 
in Winnipeg, Grant, Atkinson & Blair, that there was a 10¢ 
differential on beet sugar being offered by their principals, 


We immediately contacted Donald H. Bain Limited, Winnipeg 
and asked them to check into this for us, They checked with 
Grant, Atkinson & Blair and after going into the matter it 
developed that the Canada & Dominion Sugar Company were 
offering a 10¢ differential on all beet sugar sales in the province 
of Manitoba but not in Saskatchewan, 


Accordingly, we issued instructions to Donald H. Bain Limited, 
Winnipeg, to extend the 10¢ allowance in Winnipeg to all points 
in Manitoba except Flin: Flon, The Pasvand,Churchill,. The 
reason for excluding the latter points was that Alberta sugar 
was being sold at prices considerably under the Eastern cane 
prices at those points. Introduction of this differential in 
Manitoba, excluding Winnipeg, replaces and is not in addition to 


the present car allowance in Winnipeg. This was effective 
May 2nd, 1951, 


We understand Canada & Dominion Sugar Company are retracting 
their offer to K. & W. Wholesale, Melville, "' 


(AMF 130) 


The new beet sugar factory at Taber came into production 
in the fall of 1950 and the output of Alberta beet sugar from the three 
C.S.F, factories was about 45 million pounds greater than in 1949 
(which was a year of low production) and about 18 million pounds 
greater than in any previous year (see Table 12). During the first 
part of 1951 there were several advances in the price of refined sugar 
and the evidence does not indicate any special efforts on the part of 
B.C.S.R. or C.S.F, to avoid a carryover of Alberta beet sugar into 
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the crop year 1951-52, A Distribution Report of B.C.S.R. for the 
period July 1 toSeptember 30, 1951 states: 
ae e e 


The carryover of Alberta sugar for the crop year 1950-51 will 
be approximately 15,000,000 lbs. as at October 6th, 1951. ... 


tt 
e 


(AMF 715-725) 


The same Report also stated that sales in Manitoba for the quarter 
had not reached the adjective of nine million pounds, 


The production of beet sugar in Alberta in 1951 was 
almost as low as in 1949 but in the summer of 1952 a large production 
was anticipated from the increased acreage of sugar beets and, in 
fact, the actual production later turned out to be considerably greater 
finan that expected, A memorandum from the files of B; C.’/S, R., 
dated August 21, 1952, indicates the steps decided on to promote the 
sale of beet sugar in Alberta and Saskatchewan, The objectives set 
out in the memorandum were to secure from 85 to 90 per cent of the 
Alberta market for beet sugar and 80 per cent of the Saskatchewan 
market for Alberta sugar, The following comments were made in the 
memorandum, 


"In order to promote fullest distribution of Alberta sugar during 
crop year 1952-53 (large production of 125,000,000 lbs. 
expected), we have decided to offer an incentive to buyers to 
buy Alberta sugar in preference to British Columbia cane (or 
Eastern cane), The first thought we had was a straight lOg 
cane-beet differential in Saskatchewan, but objections to this 
were raised by Mr. Wood, who said it implied that beet sugar 

_was inferior to cane and would be objected to by the growers. 
The other side of that argument, of course, is that there is a 
differential everywhere on this continent except Alberta and 
Saskatchewan and the fact is that beet sugar enjoys a large freight 
advantage (up to over $2. 00 per bag) and the consumer should 
expect a small part of this advantage. 


We do not expect too much trouble getting the desired percentages 
in Alberta, particularly if we can secure the bigger bottlers 
business, and to do this we intend to offer a 10¢ discount on beet 
sugar to bottlers only in Alberta. We hope this will swing Coca- 
Cola and others to Alberta sugar. Also in Alberta we should 
consider providing specialties in conjunction with Alberta cars 

at all points, as we do in Saskatchewan, We allow this privilege 
to nearly all Alberta points now, with a few exceptions, some of 
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In Saskatchewan we will have difficulty reaching an 80% beet 
figure, There is a strong preference for cane in many sections 
and due to 1951-52 short crop in Alberta, we have had to supply 
a large proportion of Saskatchewan's requirement with cane for 
most of 1951-52 crop year, thereby keeping cane before the 
public, Our offer will be - 


Any Saskatchewan jobber who orders 80% of his sugar re- 
quirements from Alberta in any quarter, commencing with 
new crop sugar, will receive a 10¢ allowance on the 
Alberta sugar at the end of the quarter. Presumably this 
10¢ will not be passed on to the retailer, which will work 
against increasing demand for beet at the retailer level, 
but it will be up to the jobber to pressure the retailer to 
take beet, If this doesn't work we will have to consider 
establishing a straight 10¢ differential, which will make 
beet 10¢ cheaper than cane for the retailer. 


In addition we will offer a 10¢ allowance on Alberta beet 
sugar to all Saskatchewan manufacturers, 


We hope these arrangements will sell 107,000,000 lbs. of 
Alberta sugar in Alberta and Saskatchewan, leaving 18,000, 000 
lbs, We are aiming for 17,000,000 lbs. distribution in 
Manitoba this year, "' 

(AMF 618-619) 


The efforts.ofB..C,S,R. and C. Saks tonselle alberta 
sugar in Manitoba are referred to in the following letter, dated 
peptember 3,.1952. from T., George Wood.of.CxS.F tose 
Robertscncot 6. Casuk: 


"At the conclusion of Mr. Kramer's [Treasurer of 
Manitoba Sugar] visit last week, the question of sugar sales in 
Manitoba was brought up. He estimated they would have a carry 
over of 30,600 bags and a production of about 330,000 bags, so 


that their margin for sales during the coming year would be less 
by about 60, 000 bags, 


In return I told him that if our crop materializes, we 
would be obliged to sell 175,000 to 200, 000 bags of sugar in 
Manitoba, He still carries the idea that if we did not insist 
on selling Cane Sugar in Alberta and Saskatchewan, our needs 
to sell sugar in Manitoba would be much smaller, 


They know of course that we are making allowances where 
sugar 1s trucked into Winnipeg, but he carried the impression 
that we were giving an extra differential on all sugar sold there, 
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which of course is not the case, He appears to have an attitude 
of guarded friendliness, and in fact said that all of our sugar 
could be sold in Manitoba if Smale and McDiarmid sat down once 
a month or so and mapped out their program, Regarding 
differential, he said that they had tried it this year but could 

not see that it had any material effect on sales, They were 
utterly opposed to increasing differentials in Manitoba and said 
that if forced to do so, it would be their policy to move into 
Saskatchewan, 


(ATH 61) 


Further consideration of greater sales of Alberta sugar 
in Manitoba because of the larger production of beet sugar is indicated 
Smeereiter oOo: peptember 15,;:1952 from A.. M, Robertson to-A, J, 
Smale, Vice-President of Donald H. Bain Limited: 


We think it should be possible to distribute up to 200,000 bags 

of Alberta sugar in Manitoba during the 1952-53 crop year if 
necessary because of our large expected production, We quite 
agree with you that to do so we must be competitive in price, but 
we do not think it advisable at present to alter our price down- 
wards, as the price situation is so mixed up, particularly in 
Winnipeg, that any such action might get us nowhere and cost 
money, and might start a price cutting cycle which would be 
most unfortunate, Therefore, we will stick to our present 10g 
cane/beet differential for now, although, if later it appears 
absolutely necessary to make an adjustment to meet competition, 
we will not hesitate to do so, 


As we discussed with you, the extra pressure must take place 
in Winnipeg in order to get our desired increased distribution, 
and in this connection would you let me know if it is your in- 
tention to have Mr. Payne and Mr, Freeman calling on the trade 
in Winnipeg after October lst, If so, we should have sufficient 
representation in that big market, and if you personally would 
continue to contact the head men among our customers from 
time to time, I think it would impress on them the importance to 
us of Manitoba distribution and very materially help Messrs, 
Payne and Freeman, 


I know we have not pushed sugar very hard in Winnipeg for the 
past year, as we have been short, but from now on I hope we 
will have to have a large slice of the market every year, 


" (ASC 40-41) 
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In September,1952, a wholesale grocery firm in Melville, 
Saskatchewan placed orders for Alberta sugar to be sold to them in 
Winnipeg rather than at the customary delivered price basis at 
Melville. As the price of sugar at Winnipeg, based on Montreal, was 
lower than at Melville, the net return to C.S.F. would be less than if 
the sugar was delivered directly to the customer at Melville. 
B.C,S.R, decided to accept orders at Winnipeg but when the price of 
eastern sugar was to be increased because of winter freight rates 
B.C.S.R. did not increase its prices in Saskatchewan, Notice of this 
decision was sent to T. George Wood of C,S,F. ina telegram pre- 
pared by A, M. Robertson on November 29, 1952 in which he said: 


'', . . Have decided not alter Saskatchewan list for time being 
which may discourage competition in Eastern Saskatchewan, , ,!! 


(AMF 810A) 


The following comment on the Melville situation was made 
in a memorandum of December 12, 1952 from the files of B.C.S.R.: 


tt 


e e 


Recently, when the Winnipeg price went up 8¢ (Dec. lst), we did 
not raise the Saskatchewan price to reflect this increase. 
Therefore, K, & W.'s saving is reduced to 5¢, but is apparently 
sufficient to justify their continuing to order cars to Winnipeg. 


Mr, Wood was in favor of telling K. & W. we would not deliver 
any more cars of Alberta sugar to Winnipeg and that, if they 
wanted Alberta sugar, they would have to order it direct to 
Melville, 


This did not seem reasonable to me as K. & W. have their 
trucking arrangements set up and if they cannot get Alberta sugar 
in Winnipeg, they will buy Eastern sugar or Manitoba sugar, and 
we will lose out in eve ry way. I therefore said that we would 
continue to deliver sugar to K. & W. to any destination they 
chose in our selling area,'! 


(AMF 492) 


Some weeks later information was given to“B7 CG Sek. by 
Donald H. Bain Limited that K. & W. Wholesale Grocers, Melville, 
Saskatchewan, were trucking eastern sugar from Winnipeg. The 


situation was the subject of the following memorandum, dated January 
8, 1953, from the files of B. Soaeuee 


"Re: Melville Situation 
isaabetic nua sl A clea cad asibiahe net 


Bain, Regina, advises that K. & W. Wholesale, Melville, are 
purchasing Canada and Dominion sugar, presumably at Winnipeg, 
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and having it trucked to Melville. K. & W. are reluctant to talk 
too much about this, but have said they are getting no price 
concession from the Eastern refiners and their net saving laid 
down at Melville is 28¢ as against the Alberta price (including 
the bonus allowance), 


Albert Smale advises that the confidential trucking rate from the 
head of the Lakes to Winnipeg is 78¢ per 100 lbs., as against the 
Pailsrate Of $l’, 06, making a net difference of 28¢, Smale's 
opinion was that K. & W. were making their saving on the 
Winnipeg to Melville portion of the truck haul, but it looks as 
though K, & W. could be buying their sugar at the Lakehead, 
having it trucked to Winnipeg by special rate, and having it 
trucked or railed to Melville from Winnipeg at the regular 

rail rate, 


So far K. & W. have been distributing this sugar pretty well 
only along the line between Melville and Brandon, but it could 
spread to Yorkton, Ogden is watching the situation for us 
closely," 

(AMF 489) 


Development of competitive conditions on a much wider 
scale was indicated in a letter of February 24, 1953 from A, M, 
Robertson to P. T. Rogers, then President of B.C.S.R., which con- 
tained the following: 


"Effective today, February 24, I reduced sugar prices throughout 
our territory 15¢, This reduces our margin over the East to 
10¢, Prices in Eastern Saskatchewan, made up from Winnipeg, 
will not be affected, This move may surprise you but if you 
were here I think you would agree it was the reasonable thing to 
do under present circumstances, As I reported recently, there 
is an effort being made in British Columbia to interest jobbers 
and manufacturers in South American refined at $7, 25 landed 
Vancouver, As far as I can learn, no business has yet been done, 
but it has caused a lot of discussion among customers, ... At 
first I thought of reducing prices in British Columbia only, or 
reducing tailings only, but after much consideration I thought the 
first move should be to put our margin over the East toa 
reasonable and justifiable amount and from there on adjust as 
indicated due to Eastern declines which we will follow (and which 
will come very soon, I think) or due to pressure of competitive 
sugar which might mean adjusting all grades in British Columbia 
only, or tailings only. 


Messrs. Johnstone [B.C.S.R.] and Gray iG. S. fF.) nace 
successful visit to Western Manitoba and I hope we can hold the 
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Dauphin business and get a considerable slice of the Brandon 
business unless price cutting gets too severe, Apparently the 
situation in Winnipeg at the moment is most upsetting and buyers 
- both jobbers and wholesalers - are all hoping for a price war, 
I hope things settle down before the summer volume commences, 
As you know, I intend to go to Manitoba in late April or May and 
do everything possible to get our volume up, 


I am hopeful that the Melville-Yorkton situation will not prove 
too serious as I understand the trucking companies are not satis- 
fied with the rate from Lakehead to Melville and are indicating 
an increase which would help us out, ..., 


it 
e 


(AMF 28-31) 


4, B.C.S.R. Increases Efforts to Sell Alberta Sugar 
in Manitoba 


At the beginning of May, 1953 B,C.S.R. made sharp 
reductions in its selling prices of Alberta sugar in Manitoba to secure 
a larger volume of sales. The general nature of the action taken at 
this time is described as follows ina letter of May 5, 1953 from A.M, 
Robertson to F.R. Taylor, General Manager of C.S.F.: 


The highlight of our trip was the rather unexpected act on the 
part of the C.P.R, in reducing the rail rate from factories to 
Winnipeg and Brandon to $1.25 from $1. 85 and $1. 61 
respectively, This was a great break and simplified the carry- 
ing out of our plans in Manitoba considerably. As a matter of 
fact we had contacted most of our customers in Winnipeg before 
we received this welcome news and although the offer we made 
to them was based on the probability of our having to rail ina 
considerable proportion of the sugar for Winnipeg at $1.85, I do 
not think we should change our offer for the time being now that 
we can move all the sugar to Winnipeg at $1.25 both by truck 
and rail, Our customers expect at least 35¢ rebate on sugar 
out of storage and 45¢ on direct shipments and as this is by no 


means all our saving, we will have a margin to fight with if 
necessary, 


The Manitoba market is still a cut-throat rat race, as it always 
has been, Iam sure that private deals are going on all over the 
place although they are hard to actually pin down, However, we 
do know that our main competition is Eastern sugar trucked from 
Lakehead and landed in Winnipeg at a net cost of 28¢ under the 
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Winnipeg list price, Therefore I feel our offer of 35¢ and 45¢ 
is definitely attractive and not too liberal and unless the 
competition cut again below us, I think we should be successful 
in selling plenty of Alberta sugar in that market. I repeat the 
main point is that in view of our transportation saving of 60¢ to 
Winnipeg and 36¢ to Brandon (we pass on 25¢ in Brandon) we are 
still well on the right side as we are giving away much less than 
we are saving and still have a margin left to fight further drops 
if they come without lowering our normal net return, I also 
repeat that Iam quite confident we have not been too generous 
in our offers to Manitoba customers as I am sure we had to hit 
hard to get business and distribute our surplus, 


The Manitoba Sugar Company have about 200,000 bags left which 
they should sell as I expect they will meet our price, which they 
can afford to do as their freight costs are insignificant. They 
threaten to push into Saskatchewan, which they may do, and we 
will have to fight them there if and when that happens, However, 
the Manitoba market should require 400, 000 bags May to 
September inclusive and our interest is in the 200,000 bags the 
Manitoba Sugar Company does not sell, I hope the Eastern 
refiners do not meet our price and that the trucking from 
Lakehead will be curtailed due to the railroad's insisting on sugar 
stored at Lakehead being forwarded by rail and not by truck. 
Otherwise a large increase in storage costs at Lakehead will be 
levied. If we can beat out the Easterners we should be OK and the 
Easterners may not be too keen on that market at a reduced 
price, particularly if imports of Cuban refined are curtailed and 
they are good and busy supplying their own territories in Ontario 
and further East. 


I had a session with Messrs, Kramer and McDiarmid who were 
very disturbed at our actions and very critical of our mental 
ability, Kramer said we were making fools of ourselves giving 
away money unnecessarily, losing money for everybody, and 

that we would be a laughing stock among all Canadian businessmen 
by the end of the year. He also threatened everything under the 
sun including beating our price, shipping into Saskatchewan and 
Alberta, importing raw sugar and refining it thereby having 
enough sugar for the whole of Manitoba and Saskatchewan, getting 
Messrs, Neuman and Kronacher [sic] after us with their 
millions and great business ability and finally getting the Manitoba 
Beet Growers! Association to warn our growers that the B. C. 
Sugar Refining Company was selling them down the river by 
cutting prices in Manitoba to sell Alberta sugar at a low net 
return to enable them to push B, C. sugar into Alberta and 
Saskatchewan, Iam explaining this fully as I expect Kramer 

will go after Phil Baker through his own Growers' Association, 
However, as you have covered the matter fully with Phil Baker 
and his committee, I presume we are safe there, Certainly 
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there is absolutely nothing in what Kramer says, Our figures 
show that distribution of all sugars in Alberta and Saskatchewan 
is running 83 1/2% beet and 12 1/2% specialties and about 4% 
cane granulated, We are also making every effort to cut down 
the 4% granulated but there are certain customers we just 
cannot swing, This should certainly answer any doubts in the 
minds of our growers, This coupled with the fact that if we do 
not push into Manitoba hard we would have at least a 200, 000 
bag carry-over could mean reduced acreage next year if we have 
a big crop this year - which I presume our growers would not 
like - and finally as our activities in Manitoba are not only 
costing our growers nothing, but so far show them a profit, I 
think Canadian Sugar Factories are certainly doing their bit as 
far as our growers are concerned, 


(AMF 336-338) 


The reaction of Manitoba Sugar to the price reductions 
initiated by B.C.S.R. is indicated by the following telegram dated 
May 11, 1953 from R. Abras, then a) Director: and General Manager, 
and E, J.. Kramer to Baron Charles Neuman de Vegvar, then a 
Director: 


"CANADIAN SUGAR FACTORIES REDUCED MANITOBA 
PRICES BY REBATES THIRD Y FIVE ANDI? OR Dy eve 
CENTS CARLOADS TRUCKING SAVINGS stop TO MAIN- 
TAIN SALES WE HAD TO MEET THIS COMPETITION stop 
ALSO DECIDED TO ESTABLISH BEET DIFFERENTIAL TEN 
CENTS SASKATCHEWAN AND TO PASS ON TRUCKING 
SAVING THERE TWENTY CENTS WHICH] @OsTs to 

TOTAL TEN CENTS COMPARED MANITOBA NET'" 


(AOS 360) 


The conditions under which the price reductions were 
made and the situation which followed were reviewed by A. M. 
Robertson in a memorandum prepared on May 26, 1953, a copy of 
which was sent to F, R, eTaylor on the same day: 


° Eastern sugar was entering the Winnipeg market at a laid 
down cost of 28¢ under list, being trucked from Lakehead at a 
rate of 78¢ versus rail rate $1,06, Manitoba were meeting this 
competition by 30¢ rebate (at least to some customers and 
varying rebates elsewhere in lesser amounts). We were allowing 
20¢ on trucked sugar to manufacturers and not getting much 
business from them and practically none from Jobbers, This 
Situation could carry on indefinitely if we didn't do something 
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drastic, which we had to do or be faced with a possible 250,000 
bag carryover, 


What we did is fully detailed in reports in our Manitoba Market 
1952- 53 file, but shortly we offered to pass on part of our 
transportation savings to Manitoba which we estimated would 
amount to 35¢-45¢ based on the percentage trucked and railed. 
Later when we secured our freight deal by which we saved 60¢ 
on all sugar either trucked or railed, we decided to give 45¢ 
on everything in Winnipeg if ordered in truck or carload 
quantities (still holding back 15¢ of the saving), At Brandon 
our saving is 36¢ of which we pass on 25¢ and in Dauphin we 
offered 20¢ (no saving) but later arranged for Dauphin to take 
trucked sugar from Winnipeg and secure the 45¢, 


Our primary object in all this was to knock out the Eastern sugar, 
We were sure Manitoba would meet us, which really was all 

they had to do, as in Manitoba there should be room for all their 
sugar, our 100,000 bags and at least 80,000 bags Eastern 
granulated plus 40,000 bags specialties. 


- However, the Manitoba Sugar, we hear, have offered 65¢ to 
certain customers in Winnipeg. They have offered sugar at 20¢ 
under our net price in Yorkton, They have sold sugar in 
Saskatoon, Regina and Moose Jaw at slightly under our list 
after deducting our 10¢ incentive bonus and very likely less some 
side kick back to head offices in Winnipeg. Their net in these 
points, as far as we can calculate, based on what truck rates 
We manyeetiares— 


Yorkton - $9.10 - $10.30 less 5% less 68¢ truck vs, our 
$10.60 less 5% less 10¢ 

Regina - $8.98 - $10.56 less 5% less $1.05 truck vs, our 
$10.76 less 5% less 10¢ 

Moose Jaw - $8.90 - Price 2¢ less and truck charges 
higher from Winnipeg 


This compares to their net in Winnipeg of approximately $9.00 
less their trucking costs from Fort Garry. 


Our strength is the fact that Manitoba Sugar Company stock of 
sugar is limited, It appears now that we would be making a 
mistake to start a price war, as they must run short eventually, 
at which time we will enjoy increased volume at a normal price, 
If the situation is not as outlined here, we may have to make 
some adjustments in Saskatchewan to combat competition, 


To sum up, we definitely started something in early May when we 


made our move in Manitoba, The reaction of the Manitoba Sugar 
Company is not unexpected, as they told me definitely that they 
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would ship heavily into Saskatchewan and embarrass us. However, 
we believe they haven't enough sugar to seriously hurt us and 
although it may mean we sell slightly more sugar in Manitoba 

and less in Saskatchewan, we should get an overall increase in 
volume (which we must have to cut our carryover) as I feel 
confident our move has cut Eastern sales in Manitoba and if 

we hadn't moved, our Manitoba sales would have been 
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insignificant, 


Regarding carryover, it must be remembered that if we have a 
full crop in 1953, the carryover is liable to be with us for at 
least a year, involving outside storage at a cost of at least 5¢ 
per bag a month plus handling in and out, a total of at least 65¢ 
per bag. Therefore, we had to and must make every effort to 
cut down the carryover.” 

(ATH 80A-82) 


An indication of the initial efforts made by Manitoba Sugar 
to sell sugar in Saskatchewan is given in an inter-office memorandum 
dated June 15, 1953 prepared by J. S. McDiarmid, Sales Manager, 
Manitoba Sugar, which contained the following references to sales in 
Saskatchewan: 


MACDONALDS CONSOLIDATED LTD. - REGINA - We have 
had a total of five cars from this branch and it looks like our 
business will continue to grow with them, particularly during 
the next few months, Mr. Sinclair was quite perturbed about 
the Yorkton situation where Yorkton retailers can buy sugar as 
previously noted from G, McLean Co, in Winnipeg, pay their 
own freight to Yorkton and pay slightly less than the 
Macdonalds - Yorkton selling price, Something will have to be 
done about this situation. 


WESTERN GROCERS LIMITED - REGINA - These people 
have not the same volume as Macdonalds, however, we are 
doing a fair business with them, They are also complaining 
about the cheap sugar in Winnipeg, 


J. M. SINCLAIR LTD, - REGINA - Mr. A, Cranston -- 

Mr, Cranston was quite willing to do business with us and 
obtained an order for their first car, Also talked to their 
Moose Jaw branch on the telephone, Unfortunately they had just 
received a car of Alberta sugar but when this stock gets worked 
out a little will commence doing business with us, 


MACDONALDS CONSOLIDATED LTD. - SASKATOON - Every- 


thing going well here, Should develop more business as time 
goes on, 
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WESTERN GROCERS LIMITED - SASKATOON - Have had only 
one car from these people since we moved into Saskatchewan, 
Mr. Holmes slightly insistant [sic] about the fact that 


Macdonalds are cutting prices a little on Manitoba Sugar, however, 


hope that he will get over his peeve and will be ordering sugar 
very shortly. 


THE CODVILLE CO, LTD, - SASKATOON - Approached these 
people for the first time and they also had just received a car 
of Alberta sugar, but their buyer Mr, Clark seemed quite 
pleased that we were in the Saskatchewan market and will be 
doing business with us shortly, 


CAMPBELL WILSON & MILLAR - SASKATOON - Mr. G, 
Lawson also pleased to see us shipping in their market as they 
do not particularly favor having one supplier, Obtained order 
for their first car and expect to do fair volume with them, 


GENERAL: 


In May we shipped 16 cars of sugar to Saskatchewan and so 
far in June have shipped 10,"' 


(AOJ 1074-1075) 


The activities of Manitoba Sugar in Saskatchewan were 


also the subject of a memorandum dated June 16, 1953 prepared by 
A. M. Robertson of B,C. S.R. which contained the following: 


"On June 15th Mr. Hufsmith [of Donald H. Bain Limited] 
telephoned me from Saskatoon advising that Manitoba sugar was 
still entering the Saskatoon market in fair volume, Apparently 
distribution of Manitoba sugar is so far limited to the Saskatoon 
market only and has not been offered in points such as Prince 
Albert, North Battleford, Melfort, etc, 


In Saskatoon, Macdonalds Consolidated are filling practically 

all their requirements with Manitoba sugar, Western Grocers 
are buying some Manitoba sugar but would much prefer to buy 
our sugar, Campbell, Wilson and Miller has bought one car of 
Manitoba sugar and the Codville Company are buying a car this 
week, So far the only jobbers in Saskatoon who have not 

bought Manitoba sugar are Shelly Brothers and Federated Co-op, 


As far as Mr. Hufsmith can learn, Manitoba sugar is being 
offered in Saskatoon at 20¢ under our net price after deducting 
our incentive bonus, Manitoba sugar is being offered to 
retailers in Saskatoon at 10¢ under Alberta sugar, Itold Mr, 
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Hufsmith we would not make any move at present, 


Today I talked to Mr, Ogden [also of Donald H, Bain Limited] 
in Regina, who told me that Manitoba sugar is still coming into 
his territory in some volume, They are only offering cotton 
100's and 5 lb. paper bags to date, All jobbers in Regina are 


buying some Manitoba sugar. ... Manitoba have most of the 
Moose Jaw business and are putting sugar into Weyburn and 
Yorkton, 


Manitoba are offering sugar at 20¢ under our net price in 
Yorkton and 10¢ in other Regina territory points. 


I then telephoned Mr. Smale in Winnipeg. ... I then 
discussed with him our position in Saskatchewan, pointing out 
that Manitoba were pushing hard in that area and what was his 
idea as to what we should do to fight them, He was aware of 
their price cutting. His opinion is entirely similar to ours, He 
says that eastern sugar has been virtually cut out of the Manitoba 
market as a result of our reduction on May lst. Further, the 
Manitoba Sugar's supply must be limited and at the rate they 

are selling they should be short of sugar before too long. He 
considers that their efforts in Saskatchewan are a definite 
attempt to embarrass us and get us to lower our price to get back 
at us for our actions in Manitoba. He feels we should do nothing 
at present and let Manitoba have the business for the time being 
and when they run short we can step in and still gain our 
objective by the end of September provided, of course, eastern 
sugar does not re-enter the Manitoba market, 


This is the gamble we must take and it appears to be logical 
although we must be prepared to change our plans at any time. 


'! 


(AMF 333-334) 


A report to the Directors of Manitoba Sugar, dated July 
16, 1953, contains the following references to the steps taken by 
Manitoba Sugar in Manitoba and Saskatchewan: 


On May 1, Canadian Sugar Factories Limited started 
offering Alberta sugar in Winnipeg at discounts of 45¢ per Cwt, 
for carload lots and 35¢ per Cwt. for LCL. This was 


immediately met by us and since that time we have been able to 
maintain our Manitoba volume, 


| At the same time it was decided to offer Manitoba sugar 
in Saskatchewan for the first time and we were welcomed by 
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the buyers out there who have never been too happy being in 
the hands of one supplier, 


In the month of May we sold 3, 899 Cwt. in Saskatchewan 
and in June our sales were 6,677 Cwt, 


The demand for beet sugar in Manitoba was further in- 
creased by the action of the Winnipeg wholesalers on June 1 
when they started passing on 35¢ per Cwt. to the retail trade, 

In so doing they have greatly curtailed the sales of cane sugar 

in Manitoba other than specialties, While it has worked to our 
advantage in one way, it has rather upset the Eastern 
Saskatchewan market, since retailers in that territory can buy 
sugar on the Winnipeg basis plus truck rates giving them a lower 
cost than if they were buying their sugar from Saskatchewan 
wholesalers, 


(AOJ 214-231) 


besepteraber, 1953, BYCvs! RR; decided to withdraw the 
allowance of 45 cents per hundred pounds on Alberta sugar which had 
been established in Winnipeg in May, 1953, but to increase the cane- 
beet differential to 20 cents instead of 10 cents. This action was 
discussed in a telephone conversation on September 14, 1953 between 
Pee hie mouertson of by C SR. and F, R. Taylor of C.S,F, The 
transcription of the conversation contains the following: 


R: ~.” 6We are considering on September 2ist, that's next 
Monday, telling the trade through Bain's that effective 
October lst we are cutting out that 45¢ allowance, that 
we've got rid of as much sugar as we wanted to and the end 
of the crop year there is no incentive for us to give that 45¢ 
anymore but we are increasing the cane/beet differential 
October lst from 10¢ to 20¢. The idea being to keep 
out the eastern sugar, Now that will increase our net in 
Winnipeg market 35¢ a bag. Now the reason we are 
considering at the moment giving them a few days leeway 
is because we might get some fair business out of it which 
we will have to control by saying that we will only supply 
them with slightly better than normal requirements, In 
other words, we don’t want any booking of sugar and also 
it will give the Manitoba Sugar Company time tomake up 
their mind to follow us, In other words if we just do it 
bang without any warning at all I think there might be a few 
days lag there that might cause us a little trouble, 
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R: Yes, next Monday - September 21st and at that time the 
Bain's boys will go around and they'll just advise the trade 
that effective October lst the 45¢ is finished and that we 
are increasing the cane-Beet differential from 10¢ to 20¢. 
Now that should clean that situation up if Manitoba follow, 


x i Well, if Manitoba, no point why they shouldn't follow, 
because actually they can sell the sugar anyway, 


R: Sure 


T: And there would be no point in them going into 
Saskatchewan now because it will cost them money, 


1 A That's right. I hope it will clarify the whole situation. 


(AMF 427-430) 


Although sales of Alberta beet sugar were substantially 
higher in 1953 than in 1952 there was still a large carryover when the 
crop of 1953 was harvested. The situation was referred to as follows 
in the annual report to shareholders in B.C.S.R. for the year ending 
September 30, 1053" 


tt 
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The large 1953 [1952-53] crop which was forecast in our last 
Report became a reality, and a rather mixed blessing, since it 
posed a problem in marketing. Since sugar is anything but a 
luxury, the volume of sales depends almost directly on the 
population of the area in which it is sold, and therefore in order 
to dispose of the large crop it was necessary first to reduce 
distribution on the Prairies from the Vancouver refinery, and 
second to increase beet sugar distribution by marketing a larger 
volume in Manitoba than heretofore. However, when our beet 
factories started operations this fall we had on hand the largest 
carryover of sugar in the history of the Company. 


i! 


It will be seen from Table 12 that sugar produced from the 
1953 crop of sugar beets in Alberta amounted to about 25 million 
pounds less than in the preceding year, 


| In addition to the action of Manitoba Sugar in making sales 
in Saskatchewan, B.C.S.R. also became concerned about the 
possibility that Manitoba Sugar might again refine cane supar. Ina 
letter of June 23, 1953, A. M, Robertson of B.’°C.S. R. wrote to A.W. 
Smale, Vice-President of Donald H., Bain Limited: 


4 
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"IT heard a rumour this morning that our friends, the Manitoba 
Sugar Company, have arranged to bring in some raw cane sugar 
and refine it at their plant at Fort Garry. This, of course, is 
just a rumour and I hope is entirely untrue, I would be obliged 
if you could make some enquiries and if possible find out 
whether any raws have been arranged for by them and, if so, 
what arrival date is expected, '' 


(ASC 24) 


Further references to the possibility of cane sugar being 
refined by Manitoba Sugar and to measures which might be taken to 
deal with the competition of Manitoba Sugar in Saskatchewan are con- 
tained in the following letter, dated October 21, 1953, from A. M. 
Robertson to F, R. Taylor: 


"Regarding my visit to Raymond next Wednesday and Thursday, 
the most pressing and important subject we will have to discuss 
is the competition from Manitoba sugar in Saskatchewan, I 
suggest we tackle this problem first thing Wednesday morning 
and, if possible, arrange a meeting with Phil Baker [ President, 
Alberta Beet Growers! Association] at Lethbridge or Raymond 
on Wednesday afternoon. 


As you know, we have reliable information that the Manitoba 
Sugar Company are negotiating to bring in at least one cargo of 
cane raws at the opening of navigation next year, The quantity 
mentioned is 5,000 tons. In view of this development we have 
been expecting them to push sales of Manitoba beet sugar 
immediately as hard as they can throughout Manitoba and 
Saskatchewan in order to distribute as much of their beet sugar 
as possible by spring to make room for their proposed cane 
production, We now have proof that they are currently very active 
in Saskatchewan and are cutting our prices substantially by 
allowing customers our 10 cent incentive bonus plus an additional 
allowance of 20 cents. Since October lst they have sold several 
cars in the Nipawin area, two cars in Prince Albert and probably 
several in Saskatoon, Regina, Yorkton, etc. We should have 
more information on the latter points this Friday. 


Our tentative policy to meet this threat is twofold, First of all, 
we think we should attempt to discourage any importation of cane 
raws by Manitoba Sugar Company through their growers, hence 
our proposed talk with Baker, Undoubtedly the result of 
Manitoba Sugar Company pushing their beet sugar into points in 
Saskatchewan where their net return is less than in Manitoba, 
reacts against their growers, who in turn derive no benefit from 
any cane refined Manitoba Sugar Company produce, In other 
words, the Manitoba grower is being sacrificed to allow 
Manitoba Sugar Company to make money out of cane refining, 
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This is the same situation as would exist TE bie) Dae toe ee ee 
Refining Company forced Alberta sugar into Manitoba to make 
room for B. C. cane sugar in Alberta and Saskatchewan, which 
as you know we do not do, Our thought is that if we can get 
Phil Baker as President of the Canadian Beet Growers 
Association to advise the Manitoba Growers of what is probably 
going on, the Manitoba growers might object strenuously to 
cane importation and discourage Kramer from going ahead, 


It seems to us that the implications of this cane movement are 
most serious, If they get away with it in 1954 they could quite 
conceivably bring in larger quantities later on and steadily 
push back Alberta sugar, with reduced acreage in Alberta as 
the probable result, They are in a favourable position to be 
very competitive and with the present spread in cane, they can 
make money on refining. 


Secondly, we must adjust our prices downward in Saskatchewan 
to make it as unattractive and uneconomic as possible for 
Manitoba Sugar Company to sell in that province in any quantity, 
Reducing their sales by limiting their distribution to Manitoba, 
should leave them with enough beet sugar next spring to make 
them think twice before taking on another 100,000 bags of cane 
sugar. Also we need the Saskatchewan market for Alberta sugar 
unless we want a huge carryover next September, and we won't 
get it unless we undersell Manitoba or make it so unattractive 
for them that they withdraw. We realize that our growers dis- 
like price reductions, but in this case we have little option, as 
our competition is underselling us and grabbing the business, 
Therefore, unless we become completely competitive we will 
lose out by having to handle a large carryover and probably 
reducing acreage, which would be a great deal more expensive 


than reducing prices in Saskatchewan to meet competition and 
get business, 


Another idea we had was reducing our Vancouver price drast- 
ically to fully reflect the reduction in the price of raws, This 
would be justified (confidentially) but would cost us a lot of 
money and would also reduce our net return substantially on 
Alberta sugar throughout all Alberta as well as Saskatchewan, 
Therefore, it appears that the best method is to reduce 
Saskatchewan alone for straight competitive reasons. We will 
talk this all over with Mr. Baker, as lam sure it is advisable 
to have our growers aware of what we are doing, why we are 
doing it, and if possible assure ourselves of their approval. 


The object of this letter is to save time next week by giving you 
a brief outline of our thinking. I suggest you consider this 
subject fully but do not discuss it with anyone except Forrest 
until I get there and we discuss it further, "' 


(ATH 3-4) 
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In a memorandum made by A. H. Robertson under date of 
November 2, 1953, the following account is given of the matters 
discussed at Raymond: 


"On October 28th at Raymond I thoroughly discussed with Mr. 

F. R. Taylor the problem facing us with regard to the pressure 
put on by the Manitoba Sugar Company to distribute their beet 
sugar in the province of Saskatchewan and our plans to fight back, 


Manitoba Sugar Company are offering Manitoba beet sugar 
throughout eastern Saskatchewan at a price considerably below 
Alberta sugar, They are meeting our 10¢ incentive bonus with a 
straight 10¢ cane/beet differential and, in addition, in certain 
areas are giving an allowance of 20¢. We understand some other 
allowances are being given but are unable to find out what they 
are, 


I explained to Mr. Taylor that our plan was to advise the 
Manitoba growers through the Alberta growers what was going on 
and that it appeared to us that the Manitoba Sugar Company were 
pushing out their beet sugar to uneconomic markets at the 
expense of their growers to make room for their proposed cane 
operation next summer, Mr. Taylor thoroughly agreed with this 
idea and promptly made an appointment for me to see Mr. Phil 
Baker that afternoon in Lethbridge. I then explained roughly to 
Mr. Taylor our plans for price adjustments in Saskatchewan to 
meet the competition. Itold him that we were determined to 
make a substantial cut, as a few cents would probably be met by 
the Manitoba Sugar Company. Our intention is as follows:- 


CH) For pricing eastern Saskatchewan points, use the Winnipeg 
base price minus 50¢ plus the balance of the through 
freight. We would arbitrarily reduce the Manitoba base 
price by 6¢ on November 2nd when the price changes were 
to be effective to represent the estimated decline in the 
Winnipeg price on November 15th when the 5% reduction on 
freight from the Lakehead to Winnipeg becomes effective. 
We would also reduce the price of the through freight by 5%. 


(2) We would discontinue the 10¢ incentive bonus in Saskatche- 
wan and substitute a straight 10¢ cane feet differential, 


(3) We would guarantee floor stocks in Saskatchewan against 
declines at any time. 


Mr, Taylor quite agreed with this plan. 
At 2:00 p.m. Mr, Taylor andI saw Mr. Baker. The threat to the 


Alberta industry, based on the possibility of the Manitoba Sugar 
Company receiving cane raws, was forcibly outlined to Mr, 
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Baker who quite saw the point, Mr. Baker agreed to contact 
the Manitoba growers through their President and tell them our 
ideas of what the Manitoba Sugar Company were doing to the 
Manitoba growers by pushing their beet into Saskatchewan, 


That evening I had a talk with Mr. T.G. Wood, our Resident 
Director, and explained the matter fully to him, He quite 
agreed with our plans and offered to help by talking to other 
members of the board of the Alberta Beet Growers! Association, 
particularly to Mr. Jensen, and tell them that he thoroughly 
agrees with our plans and emphasize to them the seriousness 

of the Manitoba cane threat, 


(AMF 423-424) 


Some reduction in sales activity in Saskatchewan by 
Manitoba Sugar toward the end of 1953 is indicated in the evidence. 
A report on the beet sugar campaign in 1953, which was in the files 
of Manitoba Sugar, contains the following: 


tt 


Last summer sales were particularly high due partly to 
discounts made to the Manitoba trade who in turn passed most of 
these concessions on to the retail trade, plus the fact that in the 
last crop year we sold 30,000 Cwt, in the Saskatchewan market 


Since October our Saskatchewan business has been greatly 
curtailed but we are endeavouring to keep contact with these 
buyers since, if our Manitoba business does not keep up, we will 
need an outlet here for any surplus we may have to clean out 
before 1954 production, 


(AOJ 180-204) 


Reference to restricted Saskatchewan distribution also 


appears in a report to the Directors of Manitoba Sugar dated May 3 
1954: 


Although total sales for the past 12 months were 20, 000 
Cwt. higher than a year ago, our Manitoba sales were actually 
39,000 Cwt, lower, which figure represents shipments to 
Saskatchewan, Manitoba sales could have been considerably 
higher; however our policy of selling in Saskatchewan plus 
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allowing rebates in Manitoba of up to 45¢ per Cwt. from May Ist 
to September 30th last year increased summer business to the 
point where we were obliged to curtail sales from about August 
15th until new crop sugar was available in late September, These 
rebates were made to compete with offers made by Canadian 
Sugar Factories Limited effective May lst, 1953, 


At the present time the differential on beet sugar 
under cane sugar in Manitoba is 20¢ per Cwt, and we are hope- 
ful that this differential will be sufficient to move our stocks in 
Manitoba (plus restricted Saskatchewan distribution) before 
commencement of 1954 operations, 


There is no indication as far as we know that the 
Canadian Sugar Factories Limited have any plans regarding price 
cutting as instituted by them May lst last year. It is possible 
that they feel the present differential of 20¢ under cane sugar will 
move our sugar and their surplus in this market. 


ee 
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(AOJ 154-179) 


In the following letter to Forrest Rogers, dated April 30, 
1954, A. M. Robertson describes the developments subsequent to 
the reduction in prices in eastern Saskatchewan in November, 1953: 


"Yesterday we were notified by Bain's, Winnipeg, that effective 
May 3rd the Eastern refiners were reducing the price of sugar 
in Winnipeg by 13 cents. On checking with Leslie Palmer lI 
found out this morning that no reduction is taking place in 
Montreal and on further checking we found out that the C. P.R. 
are reducing the freight rate from Lakehead to Winnipeg by 12 
cents, from $1.07 to 95 cents, due to truck competition, This 
decline in Manitoba is therefore a direct reflection of freight 
reductions and nothing else. 


We must, of course, follow the decline in Manitoba, and normally 
we would reduce prices by 13 cents in Saskatchewan at these 
points made up from Winnipeg, 


For reasons of which you are aware, we reduced prices in 
eastern Saskatchewan drastically last November to make that 
market unattractive to the Manitoba Sugar Company and 
established for Canadian Sugar Factories considerable protection 
at Regina, Saskatoon, Yorkton, etc, On April 19th, 1954, when 
the Winnipeg price declined 8 cents to reflect the changeover 
from winter to summer freight rates, we did not reduce prices 
in Saskatchewan, thereby picking up 8 cents of the 40 cents 
reduction from Winnipeg base which we established last 
November, 
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As I discussed with you on the telephone this morning, I think 
that now we should not decline the full 13 cents in eastern 
Saskatchewan, but only 6 cents and thereby pick up another 7 
cents. This is along the long term plan we decided on last fall, 
that was that we would reduce drastically at that time to regain 
the Saskatchewan market practically 100 percent for Alberta 
sugar and then slowly build up the price structure as it 
appeared safe to do so, 


This move will result in a total recovery of 15 cents of the 40 
cents we declined from the Winnipeg base price last Ncevember 
and will mean that Manitoba Sugar Company will now net the 
following amounts less at the following points than they net in 
Winnipeg after charging themselves 8 cents cartage in 


Winnipeg:- 
Regina = + 5 1-Cents 
Saskatoon - 71 cents 
Yorkton =) © SSccents 
Melville =~» 38 Cents 
Weyburn - 65 cents 


Unless the Eastern refiners get very aggressive in Manitoba this 
summer and consequently the Manitoba Sugar Company have 
difficulty in selling their sugar in Manitoba, I think this is enough 
protection, If, however, things bust wide open in Manitoba and 
Manitoba sugar pushes into Saskatchewan in volume, we may 
have to look at the situation again, On the other hand, if things 
settle down even further, we may be able to pick up more of our 
reduction, although I think we should be cautious if the Manitoba 
Sugar Company are going to increase their production as they 
say they are going to do, 


We had confirmation yesterday from Mr. McPherson of the 
C.P.R., Winnipeg, that effective May 13th storage charges at 
Lakehead will be increased 12 cents on any sugar trucked west, 
This increase in storage coupled with the 12 cents reduction in 
rail rates, should effectively spike trucking from Lakehead," 


(ATH 221-222) 


Manitoba Sugar continued to make sales in Saskatchewan 


and its activities in this territory were closély observed by B.C, S) Raw 


particularly when there was any indication of price concessions or 


allowances, Ina letter of January 13, 1955. te BeeR»y Taylor, AwsM. 
Robertson wrote: 


I have recently had conversations with Kramer and McDiarmid 
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both of whom are here on holiday, They confirm that they are 
selling Shelly Brothers Manitoba sugar in Yorkton, which sugar 
is being trucked from Yorkton and dropped off at points on the 
line between Yorkton and Saskatoon, This business appears 
reasonable as Shelly's are sending their trucks from Saskatoon 
to Yorkton and then been taking them back empty. As they can 
buy sugar 14¢ cheaper in Yorkton than the Saskatoon price this 
gives them some pay load on their returntrip. Shelly Brothers 
are also buying Manitoba sugar in Saskatoon in direct cars from 
Winnipeg. Ihave assurance that the Manitoba Sugar Company 
are not allowing them any concession on the price, but appar- 
ently the Shelly brothers are very friendly with the Manitoba 
Sugar Company's broker in Saskatchewan and are giving him the 
business to help him out, 


(ATH 50-51) 


Activities of Manitoba Sugar in Saskatchewan were also dis- 
cussed in a telephone conversation on March 1l, 1955 between A. M. 
Robertson and H, A. Johnstone, Assistant Sales Manager, B.C.S.R. 
The transcription of their conversation contains the following: 


a es --things coming up here that I thought maybe you might 
like to think about before you get down to Winnipeg. One of 
them is the activities of Manitoba Sugar in Saskatchewan 


ae Yes 


A ie Both Tommy and Glen [Saskatchewan representatives of 
Donald H. Bain Limited] are very disturbed about it, I 
think maybe Tommy may be a little bit more so in some 
ways, but then Tommy gets that way, but there is no doubt 
about it I don't think, they are putting on quite a heavy 
push in Saskatchewan 


RK Are they cutting prices? 


Sie They are to this extent that as near as we can find out in 
the Saskatoon market it looks like they are giving a 10¢ 
quarterly incentive bonus to Western Grocers, but as near 
as we can make out it is only to Western Grocers 


A Well, Harry, it looks as though we are going to have a 
knock-down-drag-out talk with Manitoba 


J: I think we are going to Mr. Robertson, I think we are going 
to have to threaten them to hit them right in the belly in 
Winnipeg 
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me Well we will drop all the way through if they are going 
to be tough 
J: Yes, but I think if we hit them in Winnipeg we are going 


to hurt them a heck of a lot worse, if we hit them in 
Winnipeg and make some protection in our eastern 
Saskatchewan market we may be able to really cripple 
them 


Rs Of course, that would be a good threat, but if they tone 
down in Saskatchewan, we are not going to have a hell of 
a lot of sugar 


C4 
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That*s rignt 


R: Well, Harry, lam glad you phoned, I°Il think 7¥ over 
don't like the idea of dropping the cane/beet differential 
because the growers don't like that and we've got it 
established now and might have trouble putting it back in, 
but we might have to give an incentive bonus in addition 


(AMF 558-561) 


Comment on the activities of Manitoba Sugar in 
Saskatchewan is also contained in a Distribution Report of B,C.S.R 
for the period January 1 to March 31, 1955: 


| 


As seen in the above figures, total sales of B.C. sugars 
and Alberta sugars were down approximately 3% from the same 
period in 1954, This drop was caused by Manitoba sugar being 
pushed into Saskatchewan plus an easing in our sales pressure 
in Manitoba, both of which more than offset nice increases in 
British Columbia and Alberta, 


Shelley [sic] Brothers are buying Manitoba sugar with 
eastern specialties for their O.K. Economy store at Yorkton at 
the regular Yorkton price, For almost all their other sugar 
requirements (except for Western Saskatchewan) they are buying 
their sugar f,o,b, Yorkton at the Saskatoon net price less a 
freight allowance of 95¢ plus the freight from Winnipeg to 
Yorkton of 68¢, As can be seen, this gives them 27¢ to pay off 
against their trucking operation and without this operation their 
trucks would be returning from Yorkton empty. This plan is 
therefore extremely attractive to Shelly Brothers and they are 
utilizing it to supply all their stores and customers from 
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Saskatoon eastward with Manitoba sugar, and in some cases 
eastern specialties, What is more, we are almost helpless to 
combat this irregular action on the part of Manitoba Sugar 
Company because the crux of the whole matter is the freight 
allowance which would not be affected by any price changes we 
might putin, Our only hope for correcting this situation would 
be to convince Manitoba Sugar Company of the fundamental error 
of their actions in relation to the basic pricing policy used for 
arriving at sugar prices in the prairies, 


At the end of the quarter the position of Manitoba sugar in 
Saskatchewan was as follows: In the Regina territory, Western 
Grocers! branches are all taking some Manitoba sugar, 
Macdonalds Consolidated, Regina, are still taking about two cars 
of Manitoba in three weeks, Most other jobbers in the Regina 
territory are giving us good support, 


In the Saskatoon territory, Western Grocers, Saskatoon and 
Prince Albert, are taking in a small amount of Manitoba, Camp- 
bell, Wilson and Millar are bringing in a good share of their 
requirements from Manitoba and, of course, Shelly Brothers are 
using almost all Manitoba sugar from Saskatoon east to the 
border, Other jobbers in Saskatoon, except for Saskatchewan 
Federated Co-Op., are also bringing in small quantities of 
Manitoba, 


(AMF 752-765) 


Be will be described later, on April '3, 1955 5. C,o. RB. 
acquired by purchase of shares a substantial interest in Manitoba Sugar, 
Even while B. C.S.R. was proceeding with its acquisition of shares in 
Manitoba Sugar, the Sales Manager of the latter was reported to be 
making price concessions in Saskatchewan, as indicated in the following 
portion of a letter of April 22, 1955 from A.M, Robertson to 
rPorrest Rogers: 

toe e s 
The last bit of news is that Kramer tells me Jack McDermott 
[McDiarmid] is offering a 10¢ per bag cutback in Saskatchewan, 
To me, this is about the most unnecessary move imaginable and, 
as far as Iam concerned, completely underhand, for reasons 
you know, 


(AMF 589-591) 
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Later in the month, A. M. Robertson took steps to try to 
prevent any further price reductions by Manitoba Sugar. Writing to 
Forrest Rogers on April 26, 1955, A. M. Robertson said: 


I then asked Sir Charles to tell McDermott [McDiarmid] 
about our recent purchases and also to tell him that we would 
not like any disruption of the Saskatchewan market in the way of 
price cutting or special allowances between now and July. “a. 


tt 


(AMF 598-601) 


Some further details of the sales policies of Manitoba 
Sugar, prior to the acquisition of a share, interest by BiuG. 5. Ray are 
given in that part of the return of information made by Manitoba Sugar 
to the Director of Investigation and Research dealing with special 
discounts: 


Special discounts as follows were given:- 
December 1, 1949 to March 31, 1950 


Discounts of 10 to 15 cents were made to all customers on 
off-color cane sugar. ... 


April 1, 1950:to March.31), 1951 

During this period a 10 cents per Cwt, carload allowance 
was given to all Wholesalers, Manufacturers and Department 
Stores, 
April 195) to March 3) 1952 

Same discounts as for previous fiscal year, One special 
allowance to meet competition from trucked sugar from Lakehead 
of 10 cents per Cwt. given, 


POT eee ee tOeWMa Toh ob a 


Special discounts 5 and 10 cents given to two Wholesalers 
to meet trucked sugar competition, 


A five cent allowance on paper 100's given to three 
Manufacturers, 


Four Manufacturers received discounts of 20 cents on hard 
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and lumpy sugar, 


Three Manufacturers got 10 cents per Cwt, storage 
allowance where plant storage was limited, 


April 1, 1953 to March 31, 1954 


Discounts of 35 cents for less than carload lots and 45 cents 
for carload lots given to all Manitoba Manufacturers, Wholesalers 
and Department Stores to meet competition, 


In Saskatchewan 20 cents per Cwt. given to all Wholesalers 
to stimulate sales in that Province, 


April 1, 1954 to March 31, 1955 
Discounts as follows given in Manitoba and Saskatchewan: 


10 cents to four major Wholesalers and four major 
Manufacturers on carload shipments, 


15 cent discount to clear stocks of medium sugar 
given to one Wholesaler, 


Apridls 1955 ton@eraber "3 ljn.1955 


A 10 cent discount given to four Wholesalers for contracted 


purchases of sugar, 


A 10 cent discount given to two Manufacturers to meet 
trucked sugar competition, 


Erom Aprils), 1950,to September 30, 1952 Coca-Cola-Co, 
of Winnipeg received a 10 cent per Cwt, discount for annual 
contracted quantities, 


From October 1, 1952 to October 31, 1955 this discount 
was 15 cents, 


At the beginning of 1955 discussions were held between 
Manitoba Sugar and B.C.S.R. about a possible arrangement whereby the 
latter would supply the former with specialty sugars to be sold with beet 
Sugar, As specialty sugars are not usually available in beet sugar the 
addition of cane specialties enables a beet sugar refinery to offer a 
complete line of sugars to its customers, The following reference to 
the discussions with Manitoba Sugar is contained in a Distribution 
Report of B.C.S.R. for the period danvary. -itotMarcassh,, 2955: 


83680—10 
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Manitoba Sugar Company have approached us to sell them spec- 
ialty sugars in Winnipeg for sale with their sugar in Manitoba, 
At the present time they are purchasing limited quantities of 
eastern specialties from one of the Winnipeg wholesale houses, 
and we presume they are paying the list price less part of the 
jobbers! discount but only for sale to customers outside Winnipeg, 
The eastern refiners apparently will not sell-to them and they 
indicated that if we could not help them they were considering 
installing the necessary equipment to make their own specialties, 
There are several advantages for us in selling them Bc. 
specialties: 


i It could result in curtailing eastern sugar in that market, 

rae It would deter Manitoba Sugar Company from making their 
own specialties which we do not want, and 

3. Would increase our annual volume and give larger melts 


with the obvious advantages attendant to that, 


We then discussed the matter again with Manitoba Sugar Company 
and provided we were able to obtain the rate we were after, we 
said that we would be prepared to sell them our specialty sugars, 
for sale in Manitoba only, at the regular net list price less 10¢ 
to cover part of their handling costs, That was agreeable with 
them and they are prepared to go ahead whenever we are ready. 
We now have an application before the railways for a rate to 
Winnipeg of $1. 80 (based on our $1, 80 syrup rate to Winnipeg). 

If we can get this rate we should be able to go ahead. 


(AMF 752-765) 


In a letter to the Director of Investigation and Research on 


July 15, 1955, the following additional information was given by 
Re Mee the Boats 


Early this year we made application to the railroads for a 
substantial reduction in the freight rate on sugar - Vancouver to 
Winnipeg - and were successful in our application. As a result 
we have been able to sell The Manitoba Sugar Company Limited 
their specialty requirements and to date this year have shipped 
them four carloads of 60,000 pounds each, or a total of 240,000 
pounds, These orders are sent direct to us by The Manitoba 
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Sugar Company Limited and the orders are not handled by any 
agent, I might say that these arrangements were discussed in 
January of this year and finalized before this Company owned 

any shares of The Manitoba Sugar Company Limited, 


tt 


In July, 1955, B.C.S.R. entered into a management con- 
tract for the management of Manitoba Sugar, The pricing policy sub- 
sequently established for Manitoba Sugar was described by A. M, 
Robertson in evidence as follows: 


", . . when we received our management contract in July of 
1955 we found that the Manitoba Sugar Company had several 
secret discounts to favoured customers which were not being 
given to others, These were mostly on a contract basis, At 
that time there was a 10-cent cane-beet differential, In other 


words, the beet sugar sold ten cents under the cane sugar, 


In addition to that, they were giving these special deals to special 
customers, The last contract on the special deals expired at the 
end of October, 1955, We could not do anything about it in the 
meantime, because it was on contract, But on November l, 1955, 
we cancelled every special deal that Manitoba had and, at the 
Same time, increased the cane-beet differential from ten cents 

to twenty cents, so that everybody came into the discount, 

rather than just a favoured few,"' 


(Hearing, pp. 228-229) 


There was a general change in freight rates shortly before 
B.C.S.R. purchased shares of Manitoba Sugar, The following re- 
ferences to the new freight structure are contained in the Distribution 
meport of B, Cio. R. for the first quarter of 1955; 


tt 


On March lst, 1955, the long awaited equalized freight rate 
structure was put into effect by the railways, ... The net 
effect of this equalization was to reduce prices in Alberta, 
Saskatchewan and Manitoba, which resulted in a drop in net 
return to Canadian Sugar Factories because the bulk of sugar 
shipped by Canadian Sugar Factories moves under special 
commodity rates which were not reduced, In an effort to avoid 
this loss we began a complete investigation into the question of 
operating our own trucks and hauling sugar ourselves from the 
three factories to the storage points and some of the other 
larger centers in Alberta and Saskatchewan, Our investigations 
gave us every reason to believe that we could haul sugar in our 
own trucks for considerably less than the special commodity 
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rates quoted by the railways, . . . On March 15th we made an 
application to the Canadian Pacific Railway for reduction in the 
rates and minimums to a number of points in the prairies, ... 


On March lst the new equalized rail rates became effective, In 
Alberta prices reduced from 15¢ to 30¢. The outstanding 
change in Alberta was at Edmonton where the price reduced by 
1¢ as compared with a 17¢ drop at Calgary, This was caused by 
the fact that Edmonton is no longer based on a commodity rate 
but ona class rate, At all points in Alberta, except Edmonton, 
we adjusted our formula upwards by 5¢ to maintain a lesser 
drop in net return to Canadian Sugar Factories Limited, 


In Saskatchewan a number of changes took place in the making 
up of prices, both from Winnipeg and from Vancouver, For 
prices made up from Winnipeg, we changed the formula from 
Winnipeg plus balance of through freight minus 25¢ to 

Winnipeg plus balance of through freight minus 20¢, On prices 
made up from Vancouver we changed the formula from 
Vancouver plus freight to Vancouver plus freight plus 10¢. In 
the Regina price at this time we put ina plus 3¢ grading, This 
all resulted in our being able to reduce the grading at Saskatoon 
from minus 23¢ to minus 13¢ and we were able to use this 10¢ 
reduction in grading to remove or reduce to not more than 3 - 
4¢ the grading at almost all points in Saskatchewan where it had 
been necessary to grade as a result of various price changes 
over the last two or three years, 


(AMF 752-765) 


From information furnished to the Commission by 


B.C.S,R. it appears that reductions in railway freight rates from 
Alberta sugar factories to a number of points in the Prairie 
Provinces were put into effect, 


CHAPTER VI 


ACQUISITION OF INTEREST IN MANITOBA SUGAR BY B.C.S.R. 


The actions taken by B.C.S.R. to secure a share interest 
in Manitoba Sugar in 1955 followed a period of active competition in the 
Manitoba and Saskatchewan markets. As has already been described 
there had been a period of active competition prior to the war and at 
that time B.C.S.R. had given consideration to the possibility of estab- 
lishing a sugar factory in Manitoba as a joint undertaking with Canada 
and Dominion Sugar Company. In a letter of November 6, 1939 to 
C. H. Houson, then President of Canada and Dominion Sugar Company, 
P. T. Rogers wrote: 


"This will confirm today's telephone conversation with 
you, regarding the present situation in Manitoba. I think I am 
still of the opinion that we should do something in the way of a 
joint offer to build a plant in this territory, providing the Federal 
Government are unwilling to pass an Order prohibiting the ex- 
pansion of the Beet Sugar industry during the present control 
period. 


I am at present rather strong on the idea of our 
companies entering the field and cleaning up for some time to 
come the chance of competition in our most vulnerable territory. 


(AMF 274-276) 


Mr. Rogers repeated his suggestion in a letter to Mr. 
Houson on December 12, 1939. The latter replied, as follows, ina 
letter dated December 14, 1939: 


We do not believe they have anything like the money they 
need and it looks to us as though they are going ahead on a 
'shoe-string'. 


We think the proper course for us to take is to sit on the 
side-lines, for the present. We are watching the matter as 


7 A 
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closely as we possibly can and if we hear anything of interest 


will notify you. 


(AMF 271A) 


Nothing appears to have come of Mr. Rogers! suggestion 
and the sugar factory was built subsequently by an independent com- 


pany. 


After the war when P. T. Rogers had occasion to consider 
the position of Manitoba Sugar he expressed the view that he did not 
think that B.C.S.R. would be interested in its purchase. He wrote as 
follows on January 6, 1948 to C. F. W. Burns of Burns, Denton & 
Company, Toronto: 


"'T have given considerable thought to your telephone conversation 
of last Friday and the only conclusion that I can come to is that 
the venture at the present time is in such a condition as to make 
it a very hazardous sort of speculation. 


As you know, the factory first went into production shortly after 
the beginning of the war and since then has experienced rising 
sugar prices and in addition has had the benefit of subsidies to 
farmers and a completely protected market insofar as no other 
sugars were allowed by the Sugar Administration in that market 
during the war years and up to the present time. 


However, despite these very obvious advantages there have been 
continued setbacks from an agricultural point of view and 
although the balance sheet indicates good earnings during the 
past years, I am afraid that the agricultural position is such 
that it may be very difficult to get sufficient acreage to operate 
the plant efficiently, particularly when you take into account that 
sugar control will shortly be off in Canada which will mean free 
competition in the Province of Manitoba, and in addition there has 
been a consistent decline in the world price of raw sugars so 
that the price of refined in all likelihood will decline during the 
next year. 


Beet farmers in Manitoba had an extremely unhappy experience 
with their crop this year and to my mind, particularly taking 
into account the higher price for coarse grains, it may be very 
difficult to contract even last year's small acreage. 


You will understand, of course, that a beet contract calls for 
considerable investment in labour and preparation per acre and 
if the crop is lost or does not come up to expectations the 
farmer may find himself very considerably in the hole - whereas 
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with coarse grain the cost of land preparation and seeding is 
very low and labour cost with present mechanical equipment is 
practically non-existent so even with a poor return some 
earning is made per acre and a great many agricultural worries 
are avoided - all of which to my mind will tend to make con- 
tracting in Manitoba very difficult this coming spring. 


Admittedly the factory itself is an up-to-date one but with the 
very limited supply of raw material it is about as good as 
having a very up-to-date sawmill at the North Pole with no 
timber available to it. 


I do not know what earnings will result from this year's 
operations but I should imagine they will not be large consider- 
ing the very small output of sugar and as you can understand 
with any industry of this sort a reasonable volume is absolutely 
necessary to cut down the overhead and other uncontrollable 
expenses. Even a small decline from present acreage could 
result in very considerable losses and as I think it would 
require probably years to build up the agricultural picture 
there I cannot see the investment as an attractive one even to 
people who are experienced in the beet sugar business. 


I appreciated the fact that you got in touch with us regarding 
the company but even the most favourable terms of purchase 
at this time would seem to me very hazardous and I do not 
think we would be interested. 


(ATH 97-98) 


Steps to explore the possibility of securing control of 
Manitoba Sugar were taken by B.C.S.R. in 1954. In the following 
memorandum, dated July 2, 1954, A. M. Robertson reviewed dis- 
cussions held in Winnipeg at the end of June: 


"MANITOBA SUGAR COMPANY 


There is no need to enlarge on the advantages to us in owning 
or controlling the Manitoba Sugar Company. 


At July Ist, 1954, their capitalization was:- 
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Funded Debt $ 240, 000.00 


Preferred 6% 
Callable at $105.00 


Div. arrears $6.00 $1, 500, 000.00 (15, 000 shares) 
Common 34, 000 Shares 

Earned surplus SliZiaeeeen0G 

Plus contingency reserve 250, 000.00 


$1, 469, 822.00 


Book value of Common $43.23 


Recent net earnings after depreciation and tax - 


Year end March 31/52 - $ 306, 000.00 
March 31/53 - 245, 000.00 
March 31/54 - 2265 000700 


Working capital position relatively strong, position with current 
assets three times current liabilities. 


When A. M. Robertson was in Winnipeg on June 22nd he asked 
Mr. Kramer woe J. Kramer, then a Director, Treasurer and 
Assistant Secretary of Manitoba Sugar] if Mr. Arkens! [sic - 
G. H. Aikins, formerly a Director and President of Manitoba 
Sugar] death had made any change in the control of Manitoba 
Sugar Company. Mr. Kramer said not yet. The discussion of 
four years ago was mentioned when Kramer approached A. M. 
Robertson and P. T. Rogers saying control could be bought at 
that time. A.M. Robertson suggested to Kramer that if sale 
of any shares was in the wind, we be advised, as we might be 
interested in getting control or preferably complete ownership. 


Kramer agreed. Kronacher [sic] and Neuman were in Winnipeg 
at the time. 


On June 28th Kramer phoned A. M. Robertson and afterwards 
talked to Forrest Rogers. He advised that there was a possi- 
bility that the shares held by the Winnipeg group might be for 
sale, as he heard that they had been offered in the East at 
$47.00 and could we come to Winnipeg and follow up the matter. 
We agreed to go that afternoon. 


NOTE - It is rather a coincidence that on June 22nd Kramer 
knew nothing of any sales. Neuman and Kronacher were in 
Winnipeg. On June 28th, Kramer knows all about available 
shares. It could be (although not necessarily) that Neuman and 
Kronacher would like The British Columbia Sugar Ref ining 
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Company, Limited, to have a minority interest (say 40%) in which 
case B.C.S.R. would not willingly hurt Manitoba Sugar due to 
their financial interest. Therefore, Manitoba Sugar Company 
would have protection and business does not look too good. 


On June 29th in Winnipeg, Forrest Rogers and A. M. 
Robertson met Kramer and discussed the matter at length. 
Kramer is most anxious (he says) that if control is to pass to 
anyone it should be B.C.S.R., as he thinks his job would be 
safer with us. 


Present share holdings are approximately as follows:- 


Aikens [sic] estate 5, 700 (Geo. Sellers, Fed. Grain, 
(Conrad Riley Jr., Can. Fire 
(Ins., Pete Mulholland 


Safeway 4,100 (McCann - J. McAulay [sic] 
Harry Sellers 1, 600 
M. H. Penner 400 
A. S. Leach 2,200 (Serle [ sic] Grain 
14, 000 
Burns and Co., Toronto 1, 300 
Brintcan Co., Montreal 1, 300 (Bronfman 
Miscellaneous eeu 
16, 800 
Kronacher [ sic ] 4, 000 
Neuman £200 


34, 000 Shares 


Kramer said that Kronacker's and Neuman's shares were not 
for sale definitely. He thought we could buy the 14, 000 shares 
held in Winnipeg as that group would not sell to Kronacher or 
Neuman, but had offered their shares to Gairdner and Geo. 
Weston in the east. He said these shares were pooled and the 
Arkens estate, handled by McAulay had to liquidate for 
succession duties. McAulay also acts for Safeway. The 
Winnipeg group, Kramer said, might sell, which would give 
us 14,000 shares (40%) and we should approach them. He 
repeated over and over that Kronacher and Neuman would not 
sell. We said that a minority interest was not interesting to 
us, but Kramer said we must get our foot in the door and that 
eventually we would probably get Kronacher's or Neuman's 
shares to give us control. If not, we would never lose, as the 
shares were worth $50.00. Later we found out that the two 
beneficiaries of Arkens!' estate were away, as was McAulay 
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and we didn't care to see McCann for various reasons. How- 
ever, we did see Leach, who was very active in Manitoba 
Sugar Company once, his father having been one of the original 
group and Sy Leach (the son) having been a director. We told 
him our story, saying we were interested in the Company to 
round out our beet operations in the prairies and had no 
interest in closing it down, but wanted to develop it but needed 
to have control. 


Mr. Leach told us that something was going on but that he had 
rather keep out of it. He did tell us, however, that Kronacher's 
stock is in the Winnipeg pool which would increase that hold- 
ing to 18, 000 shares or over 50%. He will approach the other 
members of the Winnipeg group and tell them that we are 
interested. He will attempt to get us an offering of over 50% 

of the stock but in any event will let us know what stock is 
offering and at what price. 


At $50.00 the shares are a buy for us, although not neces- 
sarily for anyone else. $50.00 per share represents 

$1, 700, 000.00 which added to $240, 000.00 deb. and 

$1,500, 000.00 Preferred, gives a sum of $3, 440, 000.00 for 
the plant, equipment and a $1, 469, 000.00 surplus. However, 
it is hard to see the advisability of buying 40% with Kronacher 
and Neuman holding over 50%. They would be in a strong 
position and we could do little, but would not want to hurt the 
Manitoba Sugar Company. A very nice position for Kronacher 
and Neuman. However, with the Winnipeg 14, 000 shares plus 
4,000 Kronacher shares, our position would be strong and 
eventually we might get Neuman's stock. We should be able to 
get the 1, 300 Bronfman and 1, 300 Burns shares over a period." 


(AMF 563-565) 


On November 22, 1954, Forrest Rogers made the fol- 
lowing memorandum about shareholdings in Manitoba Sugar: 


"Memo: re Manitoba Sugar Company 
ale Th tates itr a ada dhe 1's Mateo Se gy 


Mr. Robertson called me from Winnipeg on Sunday night after 
having spent most of the day talking to Mr. Kramer. 


The main points brought out were: 


1. The pooling agreement which was drawn up by Aikens [sic] 
remains in force until 1956, and one of the clauses of the 


agreement is that no member will sell his shares to anyone 
outside the agreement. 


2. Kronacher [sic] is a member of the pool. 
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3. MacAulay is reported to be endeavouring to get members 
of the pool to give him options at $58.80/share. It appears he 
may be acting on behalf of Kronacher who is very anxious to 
have control and envisages an expanded cane-beet operation 
with the completion of the St. Lawrence seaway. 


4. Kronacher and Neuman are at ' outs! according to Kramer, 
and it is expected that there will be a lot of trouble at their 
next directors' meeting on December 4 (not sure of exact date). 


5. Neuman is not a member of the pool and Kramer thinks he 
might be glad to sell to us now. 


6. Suggested that if we could get Neuman's stock and then 
take on [sic] option on the Aikens stock at $60 for delivery in 
1956 we would then have control, and the other Canadian 
members of the group would most likely be willing to sell at 
the same price. 


7. A.M.R. is to see Mr. Leach and Mr. Sellers (Jr. and Sr.) 
today and see if he can find out anything further. 


iF eh 
November 22, 1954 
FR: DH 


Mr. Robertson phoned me again this afternoon, after having 
talked with Mr. Leach. Mr. Leach confirmed that there 
definitely seems to be an effort being made to corral a con- 
trolling interest, but he would not mention the price offered, 
as this is confidential. However, it seems apparent that 
Kronacher is behind this attempt. A further point came up 

in that under the pooling arrangement the members are not 
even allowed to give options to outside parties until 1956. 
Therefore, it would appear that Neuman's stock is the only 
stock that could in any way be purchased at the present time." 


(AMF 567) 
What appears to be a memorandum relating to the same 


discussions was prepared by A. M. Robertson under date of 
November 26, 1954. This reads, in part, as follows: 


Pooling Agreement: 


In 1951 Colonel Aikens [sic] drew up a pooling agreement 
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which was entered into by 


Aikens 5, 700 shares 
Safeway 4, 100 
Sellers 1, 600 
M. M.. Penner 400 


Kronacher [sic] 4, 000 
Total 15, 800 shares 


The other Winnipeg director, Mr. Leach, with 2, 200 shares 
refused to be a party to the pooling arrangements. He has since 
died and his son has inherited the stock, and although his stock 
is not in the pool, he has told the members of the pool that he 
will go with them and do whatever they do. The provisions of 
this pool are briefly as follows: 


For a five-year period ending April 1, 1956 no member of the 
pool is allowed to sell his shares without first offering them to 
the other members of the pool at a price based on the book value 
of the shares plus 30%. If any member of the pool offers the 
other members his stock for a period of ninety days and it is not 
taken up it can be sold to an outsider. The present price as set 
up by the pool would show the value of the shares including the 
30% mark-up of $52.80. 


The shares of Manitoba Sugar Company are held as follows: 


| 


Baron Von Neuman 1322.00) Shares 
Baron Kronacher 4,000 ) 60.6% 

Burns & Co. Toronto 15400 

Brintcan 1, 300 

Miscellaneous 200 

Aikens Estate 5, 700 ) 

Safeway 4, 100 ) Wainnweeeesoap 
Harry Sellers 1,600 ) 

M. M. Penner 400 ) 

Leach ac00 


34,000 Shares 


fT understand from Kramer that Colonel Aikens formed the 
pooling agreement in 1951 to prevent Neuman from getting too 
much stock. Neuman got 6, 000 shares of stock as bonus for the 
money he originally put into the company. From the commence- 
ment of the company up to 1951 Neuman had bought another 7, 000 
shares, paying as high as $40 per share for the last lot. By this 
time Neuman and Aikens were quarelling [sic] very seriously 
and Aikens formed the pooling agreement to make it impossible 
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for Neuman to buy any of the Winnipeg stock (excepting Leach) 
until at least 1956. By 1951 Neuman and Kronacher were also 
fighting and it appears to me that Kronacher joined the pooling 
group with the idea that eventually he might be able to get 
control by purchase of the Winnipeg stock and be in a senior 
position to Neuman. 


Early this fall Mr. McAulay [sic - J. A. MacAulay] (the 
executor of the Aikens estate and Vice-President of Safeway) 
went to New York, and according to Kramer, hada. 

meeting with Mr. Kronacher - since that time Kramer says 
that McAulay has intimated to the Winnipeg group that he would 
be willing to pay up to $58.80 per share for any pooled stock 
which is for sale. This price is based on the $52.80 indicated 
by the last balance sheet, plus $6.00 which will represent the 
addition of surplus from this year's earnings which are esti- 
mated at a minimum of $250,000. To enlarge on the way the 
price is made up the following figures are of interest: 


Surplus at March 3l, 1954 $1, 220, 000 
Special reserve 250, 000 
1, 470, 000 

Less preferred arrears 90, 000 
1, 380, 000 

Plus 30% 414, 000 
$1, 794, 000 


$ 52.80 per share 


Minimum net earnings for 


year ending March 31, 1955 250, 000 

Less preferred dividend 90, 000 

160, 000 

Plus 30% 48, 000 

$208, 000 
Approximately 6 per share 


Kramer is quite sure that McAulay is acting for Kronacher and 
if he is successful and gets 14, 000 shares for Kronacher from 
the Winnipeg group it will give Kronacher 18, 000 shares - or 
over 50% of the 34,000 shares. In order to make this more 
difficult Kramer suggested that we contact Mr. Mulholland, the 
other executor of the Aikens estate, and tell him that we are 
interested in buying control of the Manitoba Sugar Company and 
that we would probably pay as much or more than anybody else 
when the pooling agreement allows the shares to be sold -- this 
sounds reasonably reasonable. 
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Kramer gave me the following information: 


Baron Neuman is very conservative, quite old and not very 
aggressive - and would probably be quite content for the 
Manitoba Sugar Company to produce forty million pounds of 
sugar per year and make a reasonable profit. This would not 
be any danger to us. 


Baron Kronacher on the other hand is very ambitious, 
aggressive and is very keen to increase his investments in 
Canada. If he got control Kramer thinks Kronacher would do 
everything possible to increase their production, that he has 
mentioned several times that when the St. Lawrence seaway 
opens up they will be in a position to refine cane sugar as well 
as produce beet sugar and that with their position in Manitoba 
they could push their sugar right into Saskatchewan and 
possibly even into Alberta - which would be very serious for 
us. It therefore appears obvious that we should make every 
effort to get control before Kronacher. 


The directors of Manitoba Sugar Company are meeting between 
December 4 and December 11 - Kramer thinks that there will 
be a fight between Kronacher and Neuman... If this happens 
it is possible that Neuman will get very fed up and, if so, I 
authorized Kramer to mention to Neuman that the Rogers' 
interests were interested in buying control of the Manitoba 
Sugar Company, Kramer thinks that if Neuman is sufficiently 
fed up he might want to see us and discuss his 13, 000 shares. 
If it happens that we could get an option on his shares at a good 
price exercisable say thirty days after the pooling agreement 
expires on April 1, 1956, we could then work on the Winnipeg 
group, on Burns & Company, on the Bronfmans and on the 
other shareholders to tie up the controlling interest. 


The next day I went to see Mr. Leach of the Searle Grain 
Company. Mr. Leach confirmed that McAulay and Mulholland 
are the sole executors of the Aikens estate. He said that 
McAulay was the kingpin and Mulholland, being the son-in-law, 
was merely a watchdog. He confirmed the pooling arrangement 
but did not give particulars of the way in which the price is 
arrived at. He said that the pool members had definitely been 
approached recently to find out whether they were interested in 
selling and as it could only be a pool member buying he felt that 
it was Kronacher - in fact Iam sure he was sure it was 
Kronacher. He said the Winnipeg group did not want to sell to 
Kronacher, but money talked and maybe some of them might 
sell if the price was high enough. He said that no pool member 
could give an option on his stock, could pledge the stock or sell 
the stock until 1956, but he said it might be possible to have a 
gentlemen's agreement with the pool members on the sale of 
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their stock after April 1, 1956. He then asked for assurance 
that BCSR did not want to buy Manitoba Sugar Company merely 
to close it down. I enlarged on this point at some length, and 
Iam sure convinced him that we had no such intention. I told 
him that we were most anxious to get control of the company 
and any help he could give us in that regard would be much 
appreciated. 


Leach is going to talk to McAulay at the first opportunity and 
tell him of our interest - mentioning the BCSR by name - and 
the fact that we are prepared to pay a very good price for the 
shares if we can get control. He thought this might spike 
Kronacher's chances of getting the Winnipeg stock, ... Mr. 
Leach then said that he would suggest to Mr. McAulay that if 
there are ructions at the directors meeting in early December 
McAulay might approach Neuman and tell him of our interest 
with the idea of tying up Neuman's stock for us. 


The situation therefore is that if the opportunity presents 

itself Kramer and most likely McAulay will both speak to 
Neuman about our interest in the shares. Kramer thinks that 
Neuman will find out about Kronacher's attempt to buy the 
Winnipeg stock and therefore gain control and will probably get 
very angry and be prepared to do anything to spike Kronacher's 
chances. If this happens it could be ripe for a proposition. In 
the meantime we will contact Mr. Mulholland in Montreal, who 
we know: personally, and try to get him on our side." 


(ATH 115-118) 


According to the evidence of J. A. MacAulay, Q.C., 
during the latter part of 1948 and 1949 Baron Neuman, who was 
apparently the largest single shareholder in Manitoba Sugar, was 
interested in acquiring sufficient additional shares to obtain voting 
control of Manitoba Sugar and purchased the shares held by two 
directors of the company (Hearing, p. 635). In 1951, a pooling agree- 
ment was entered into among those referred to in the evidence as the 
"Winnipeg group''. The following excerpts from the evidence of Mr. 
MacAulay indicate the general nature of the pooling agreement: 


". . | There was a pooling agreement between members of the 
} Winnipeg group, and that pooling agreement was entered into 
in 1951. There had been previously a voting trust in the early 
stages of the company. The voting trust expired, and there 
was some attempt to renew the voting trust. Some of the 
f shareholders were not in favour of a voting trust, and so the 
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result of the conversations was that there was a pooling agree- 
ment, pursuant to the terms of which no member of the pool 
would be allowed to sell his shares without first offering them 
to the other members of the group." 


(Hearing, p. 606) 


This pooling agreement was executed in counterparts. In 
other words, these shareholders were scattered. It was diffi- 
cult to send one document around and to have it signed by all the 
parties. And so it was executed in counterparts; and the 

earliest counterpart was dated in April, 1951, the latest counter= 
part being dated in June - June 26, 1951. The pooling agreement 
was for a period of five years, and I took the position that, 
although it was executed in counterparts, it was all one document, 
and the expiry date would be five years from the date of the 
execution of the last counterpart. In other words, I took the 
position that this pooling agreement would not expire until June 


7c Re Jeo 
(Hearing, p. 612) 


As each shareholder died, the other members of the Winnipeg 
group had to be very astute in obtaining his shares, so that 
control would not pass to Baron Neuman. Shares were purchased 
by the Winnipeg group at prices considerably in excess of what 
was believed to be their value at that time. 


Now, I might say, that as each purchase was made Kronacker, 
being a member of the Winnipeg group, was allowed to take his 
proportion of the price paid, if he wished. Kronacker was 
always considered a member of the group. He was a member 
of the voting trust in the first instance, and he was a party to 
the later pooling agreement. Baron Neuman was not a party to 
the pooling agreement.!! 


(Hearing, p. 643) 


All Winnipeg shareholders were parties to the agreement 
with the exception of the Leach interests. ..." 


(Hearing, p. 645) 


Mr. MacAulay stated in evidence that about February, 


1954 the shares held by the Leach interests, a total of 2, 167 shares, 
were offered for sale. In regard to these shares Mr. MacAulay said: 


An arrangement was made -- and, by the way, I hurried 
back from the maritime provinces, I might say, and we got Mr. 
Leach to give us an extra two or three days. An arrangement 
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was made by certain members of the Winnipeg group to have 
the Leach shares purchased for their benefit, thus preventing 
control passing to Neuman. Since members of the pooling 
agreement were not entitled to deal with other than signatories, 
and since there was a difference of opinion as to whether or 
not signatories could deal without the consent of all the signa- 
tories, negotiations for sale to Kronacker were opened. He 
was a signatory to the pooling agreement, and Neuman was 
Or. 


(Hearing, p. 653) 


In regard to the management of Manitoba Sugar at this 
period, Mr. MacAulay testified: 


Mrrom June, 1952 until the purchase by the B.C. Sugar 
Refining Company of the Neuman shares, the company was 
run according to the dictates of Kronacker and Neuman. I 
doubt if Baron Neuman was here during the whole period but, 
according to my information, his son attended each directors! 
meeting. Kronacker attended one or possibly two meetings a 
year. Sir Charles Tupper was the president of the company. 
He did not represent any shares but was rather a nominee of 
Kronacker and Neuman. Abras and Kramer had the responsi- 
bility of running the affairs of the company, Abras having been 
appointed on the recommendation of Kronacker in the first 
instance, and Kramer on the recommendation of Neuman."! 


(Hearing, p. 650) 


Mr. MacAulay said that there were discussions beginning 
in the summer of 1954 with Baron Kronacker about the sale of shares 
held by the Winnipeg group. The reason for the discussions Mr. 
MacAulay explained as follows: 


"So we were sitting in this position, that Kronacker and 
Neuman were voting their stock together, and Kronacker 
could sell to Neuman, or Neuman could sell to Kronacker; 
and I just would not want to be a Winnipeg shareholder in those 
circumstances. We would be a minority group, and they would 
go on, not paying any dividends. And it was that prospect, it 
was that hazard, that induced us to discuss the sale with 
Kronacker." 


(Hearing, p. 654) 


Further efforts of B.C.S.R. to secure control of 
Manitoba Sugar are described in a memorandum prepared by A. M. 
Robertson on March 17, 1955, covering discussions in Winnipeg on 
March 15 and 16: 


83680—11 


i 
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"MEMORANDUM 
WINNIPEG - MARCH 15 and 16, 1955 


RE: MANITOBA SUGAR COMPANY SHARE PURCHASE 


On Tuesday morning, March 15th, I went to see Mr. John 
McAulay [sic] of the law firm Aikens [sic] and McAulay [sic]. 


Mr. McAulay is a joint executor with Pete Mulholland of the 
Aikens estate (5700 shares) and is Vice-President of Canada 
Safeway (4100 shares). Mr. McAulay called in Mr. Dickson, 
who is a son-in-law of Mr. Sellers (1600 shares), being married 
to George Sellers' sister. He has been active in handling the 
Aikens estate representing Mr. McAulay. 


I took a very strong line with them as I thought the time had 
come for us to stop beating around the bush and really try and 
get something going. I opened by giving them a description of 
the operations of B. C. S. R., the purchase of the Raymond 
factory in 1931, the subsequent expansion of C. S. F. to three 
factories, and the increasing importance of the Manitoba market 
to C. S. F. I then went on to talk about the St. Lawrence water- 
ways and the possibility of a $12, 000, 000.00 cane refinery being 
built in Toronto by C. and D. I pointed out that these were not 
yet accomplished facts but that they were definitely coming as 
far as we could guess, and could have a very severe influence on 
the Manitoba market. I was quite frank in saying that we were 
not particularly interested in the Manitoba Sugar Company as an 
investment by itself, as it was not a good investment at anything 
like the prices recently mentioned, but it would fit well into our 
beet sugar operations as we could synchronize management, sales, 
engineering, etc, and we felt it would strengthen our position in 
western Canada to have a united front against future eastern 
competition. I then went on to say that this was probably not a 
very good time to consider buying Manitoba Sugar Company 
Shares as they had had two good crop years with excellent pro- 
duction and fair prices and have made good money, and the situa- 
tion might be very different if we waited a while. However, I 
said we were serious about acquiring control or buying the 
Manitoba Sugar Company outright, and we would appreciate any 
help or advice he could give us. Itold Mr. McAulay I knew the 
terms of the pooling agreement and had a list of the shareholders. 


Mr. McAulay who, incidentally, was very pleasant, then opened 
out and gave me the following information. He said that last 
fall he had met Kronacher [sic] and on Kronacher's instructions 
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he had tried to round up all the Winnipeg stock for him, which 
would have given Kronacher control. When Kronacher arrived 
in Winnipeg in December, he expected to have control, but 
McAulay had to tell him that the Winnipeg group had refused to 
sell to him. 


Mr. McAulay said the situation at the moment was that he 
eee an try ee with Kronacher that he would not discuss the 
sale of the Aikens or Safeway's shares until next July when 
Kronacher will be in Winnipeg, and that Kronacher in turn would 
not discuss the sale of his shares (4000) with anyone. 


He said that neither the Aikens estate nor Safeway's were 
interested in being in the sugar business and if they were free to 
do so, and if the price was right, they would sell us their shares 
immediately. I then said that we wouldn't buy their shares 
immediately because we had no intention of getting into a minority 
position in a company which could be controlled by Neuman and 
Kronacher (17, 200 shares out of 34,000 shares). In other words, 
I said that we had to have either Kronacher's or Neuman's shares 
as well as the Winnipeg group's shares, or most of them, to 
give us control. . .. He then started to talk price of shares 
which, incidentally, he was pretty good at. He pointed out the 
book value plus the increase in book value as a result of this 
very profitable year and worked out that the book value would be 
$65.00 a share by the fiscal year ending March 3lst, 1955. By 
the time the shares could be delivered in April, 1956, the book 
value could be at least $70.00, and he said that we should be 
prepared to pay at least $75.00. We argued about this for some 
time, my point being that $75.00 was a very high price in spite 
of the book value, as the future prospects for the Manitoba 
Sugar Company were not too brilliant. However, I said that I 
imagine our directors would be prepared to discuss $70.00 per 
share and might go as high as $75.00 if absolutely necessary. 


In spite of what Mr. McAulay had said before in our meeting, 

the following arrangement was then tentatively made. Nothing 
will be done until August when Mr. McAulay returns from Europe. 
Mr. McAulay was definite that as far as he was concerned no 
shares would actually be delivered until the pooling agreement 
expires in 1956. However, he thought it possible that by August 
he may be able to line up, for our first refusal in June 1956, a 
considerable block of Winnipeg stock. The stock he could line 

up I think is: 


83680—11}4 
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Aikens 5700 shares 
Safeway 4100 " 
Leach 2200 7 
Sellers LeOQe et! 
13000.” ™ 


I understand from Mr. Kramer that the Burns stock (1300 
shares) could be bought, which would give us 14, 900 shares. 
Apparently the Bronfmans (1300 shares) are great friends of the 
Neuman's and they would not sell their shares unless the 
Neuman's do. Mr. McAulay and Mr. Dickson said that they 
would talk to Mr. Leach in the near future about the Neuman 
shares. Apparently Searle Leach is much the closest of the 
Winnipeg group to the Neuman's and is a personal friend of 
young Neuman's. I pointed out again that the price we were dis- 
cussing was a tremendous price for the shares but that we would 
only pay it or anything approaching it to the Winnipeg share- 
holders if we could get the Neuman shares. Therefore, it was 
of the utmost importance to them if they wanted to cash in ona 
high price to get us the Neuman shares for delivery in early 
1956, or sooner, if we have a firm contract, option, or first 
refusal with the Winnipeg group to give us control. 


I then asked Mr. McAulay about Kronacher, and he said he 
thought that Kronacher had been staying on as a shareholder in 
hopes of eventually getting control but that not being in control 
irked him tremendously and McAulay thought that if Kronacher 
found that we had control through getting the Neuman stock he 
would throw in the sponge and sell out. If that should happen we 
would have the whole thing in short order. McAulay and Dickson 
will let us know if there are any developments but they expect 
nothing to happen in any way before late July when Mr. Kronacher 
arrives in Winnipeg. 


To sum up 1 think most of them were rather surprised that we 
did not think the future of the Manitoba Sugar Company was 
anything but very bright, and also I think they were impressed 
with the seriousness of our interest and also with the price we 
were discussing as most of them paid nothing for their shares." 


(AMF 571-574) 


At the beginning of April, 1955, B.C.S.R. found that the 
Neuman shares in Manitoba Sugar could be purchased but these shares, 
totalling over i4, 000, were not sufficient in themselves to give DG. 
S.R. control of Manitoba Sugar. Ina letter of April 4, 1955 to Baron 
Neuman, Forrest Rogers wrote that he would ascertain whether 
additional shares could be purchased or whether an option could be 
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secured on some shares subject to the pooling agreement so - 


. that sufficient shares will therefore be available to give 
this Company control, then I will be in a position to write to 
you making a definite offer for immediate purchase of your 
shares. 


(AMF 575) 


While the pooling agreement was in effect B.C.S.R was 
not able to purchase or secure an option on sufficient shares, in addi- 
tion to those held by the Neuman interests, to make up a majority of 
the shares of Manitoba Sugar. The transcription of a telephone con- 
versation between Forrest Rogers and J. A. MacAulay on April 11, 
1955 contains the following: 


NEA Mr. Rogers speaking - . . . As you know the Neumans 
phoned me about a week ago and they said that they were 
prepared to sell to us if we were interested in purchasing. 
I told them that we were interested all right but we were 
only interested if we could get control. 


Ww 
(AMF 576-578) 


The transcription records that Mr. Rogers went on to 
say that if Baron Neuman turned around and sold to Baron Kronacker 
the latter would then have more than 50 per cent of the shares "and 
that is something we, of course, would definitely like to avoid''. At 
the conclusion of the conversation Mr. Rogers is reported as saying 
that he thought B.C.S.R. would go ahead as "otherwise Neuman might 
get impatient and sell to Kronacher [ sic]'! 


Om Awrily1351955>B.C.S.R. undertook to purchase the 
Neuman shares. Mr. G. E. Neuman was informed of this decision in 
a telephone conversation with Forrest Rogers on this date. A transcrip- 
tion of their conversation reads in part: 


'! 


[Mr. Rogers] -... If you are still prepared to sell 
your Manitoba Company shares, we are in a position now to 
go ahead and buy them. 


N: All right - we talked about a price seventy-five Canadian, 
is that right? 
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R: That's right. 
N: All right, sir. We are ready to go forward then. 


i: Good - well now, the first thing I would like to know is 
exactly how many shares you have. 


N: Oh, - we can be in a position to deliver 14, 136 or 37. 


N: Everything is OK with you and the Winnipeg part? 


Eur Well, not entirely. We can't get control right away, but 
I have reason to believe that we will - we are pretty well 
protected on that and we will eventually have control. Now, 
in that connection, have you got any influence with any 
other shareholders who perhaps are not members of the 
pooling agreement ? 


N: Well, I don't have any influence with people who are not 
members of the agreement. Leach is the only major 
shareholder - I know that Brintcan, I think, is a holding 
company of the Bronfman interests - they have up to 1, 300 
but they are tied up in the pool too. I will advise them, if 
you wish, that you are buying these shares and that they 
should get in touch with you. 


Re Well, I think that would be very good of you, if you would, 
because I am pretty well assured by the Winnipeg crowd 
that as soon as the pooling agreement is up those shares - 
or a good many of those shares - will be available to us, 
but unfortunately they can't give me, according to the 
pooling agreement, they can't give me any definite com- 
mitment in writing - they can't give me an option. 


(AMF 5794-581) 


| The position of B.C.S.R. as a minority shareholder in 
Manitoba Sugar is referred to in the following unsigned memorandum, 
dated April 29, 1955, from the files of B.C.S.R.: 


"Mr. MacAulay telephoned from Winnipeg and gave me the 
following information. Since Monday, April 25th, he has been 
on the telephone every day with Mr. Savoye, who is Kronacker's 
representative in New York. . . . Through Savoye, Kronacker 
wanted to know first of all if the Winnipeg group had double 
crossed him and sold out to the B.C.S.R. Secondly, he wanted 
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to know whether Leach had sold to us and also whether the 
Bronfman's had. On being told that no shares had changed 
hands apart from the Neuman's, he wanted to know why the 
B.C.S.R. were so confident that they could control the July 
meeting even going so far as to have shares registered in suf- 
ficient individuals names to put up a complete slate of directors. 
He said he was strongly suspicious that some shareholders in 
Winnipeg, or elsewhere, had given B.C.S.R. an understanding 
that they would vote with them in July or abstain from voting 
altogether which would have the same effect of allowing B.C.. 
S.R. to control the meeting. Mr. MacAulay advised that no 
such understanding had been made to the best of his knowledge 
and that all pool members were living up to the letter of agree- 
ment one hundred percent. McAulay [sic] also told Savoye that 
we had paid $75.00 per share for the Neuman's stock and the 
Same price would be paid for any other shares we could get. 


Kronacker then apparently changed his tactics and asked the 
Winnipeg group to give him their word that they would vote with 
him at the July meeting. . . . MacAulay refused to commit the 
group on the question of voting with Kronacker or in not voting 
at all. 


I then asked MacAulay if the Winnipeg group would vote with us 
at the meeting. I said that if they would, and we could elect a 
full slate, possibly Kronacker would throw up the sponge and 
agree to liquidate the pool. Then if Bronfman would agree we 
could buy up all the shares and finish the transaction. I pointed 
out that if we were going to be successful in getting the shares 
a year from now and if Kronacker would sell out if we got control, 
he would be ahead in selling now and getting his $75.00 a share, 
or approximately $300, 000.00, which could be put to work more 
advantageously than lying dormant in Manitoba Sugar Company 
stock which pays no dividend. 


I gathered that MacAulay had used this line a little bit but had 
received no encouragement from Savoye or Kronacker. In fact, 
the day before MacAulay 'phoned me, Kronacker had suggested 
that it might be better if the Winnipeg group and himself held 
their shares indefinitely and a happy partnership was formed of 
B.C.S.R., Kronacker and the Winnipeg group. 


I said this would not appeal to us at all and that we were deter- 
mined to get control or an outright purchase of the company and 
that nothing else would satisfy us. MacAulay then said that he 
thought we would get control after the expiration of the pool but 
that he could not give us his word that the Winnipeg group would 
vote with us in July as they had dealt with Kronacker for a long 
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time, and although they did not like him too much they felt some 
obligation to him and if they refused to vote with him he thought 
they would refuseto vote with us. He suggested that the Winnipeg 
group go to the meeting and after listening to us and to Kronacker 
they could vote as they saw fit. He suggested that as a com- 
promiseto exist until the end of the pooling agreement, it might 
be best for B.C.S.R. to elect four directors, the Winnipeg group 
3 directors, and Kronacker two directors. I said that I did not 
like this idea too much as we would prefer a complete slate which, 
of course, could include some of the Winnipeg group if necessary 
but we weren't keen on two Kronacker representatives. It was 
finally arranged that I see Mr. MacAulay in Winnipeg on Monday, 
May 9th, and Mr. MacAulay is going east on May Ist and is 
meeting the Canada Safeway directors in the east later in the 
week at which time he will discuss with them the position of 

their Manitoba Sugar stock. 


From this it is obvious that the situation is still pretty much in 
the air and it appears that unless Mr. Rogers can change Mr. 
Kronacker's ideas when he sees him in Europe, we may have 
rather a holding problem for the next year. 


(AMF 602-603) 


In addition to 14, 136 shares of Manitoba Sugar which 
B.C.S.R. agreed to purchase from the Neuman interests on April 13, 
1955, 10 common shares were subsequently purchased on May 10, 
1955, making a total of 14, 146 shares out of the 34, 000 common 
shares of Manitoba Sugar which had been issued. 


In a letter to Forrest Rogers on May 10, 1955, A. M. 
Robertson wrote: 


"T spent yesterday in Winnipeg with John MacAulay. I 
went to his office in the morning and spent three hours with him 
and Dickson. They outlined their recent discussions with 
Kronacher [sic] and with Savoie [ sic] since the Manitoba Sugar 
Company stock was registered in our name. Their attitude at 
first was that they could see no reason to upset anything at 
present, as they felt quite certain that we could have the Winnipeg 
pool stock plus the Bronfman's stock in a year, and in the mean- 
time we might as well ride along in a friendly way, with 


Kronacher and the Winnipeg group holding their stock and being 
represented on the board. 


| MacAulay said that all the Winnipeg group were 
antixely on our side and that if a board was elected in July con- 
sisting of 4B.C.S.R. representatives, 3 Winnipeg group and 2 
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Kronacher seats, we would have no difficulty whatsoever as the 
Winnipeg group would side with us on any decision and 
Kronacher could do nothing, and at the expiration of the pooling 
agreement they could see no reason why we should not get the 
Winnipeg stock without any trouble if our price was right and 
$75.00 they considered very right. 


I mentioned that it had just been announced by the 
Canada and Dominion Sugar Company that they and Tate and 
Lyle were starting construction of the new sugar refinery in 
Toronto - the first phase being construction of the raw sugar 
warehouses. This shook MacAulay quite a bit as it bore out 
exactly what we told him recently. I said that with the comple- 
tion of this refinery it was problematical whether the shares 
would be worth anything like $75.00, and although I wasn't trying 
to put the heat on in a nasty way, I said I thought the Pool might 
be well advised to put some heat on Kronacher and clean the 
whole thing up now. MacAulay fell in with this idea immediately. 
He said that Safeway wanted to get out, and if it wasn't for the 
pooling agreement would sell to us right now. He said the 
Aikens! [sic] estate were getting no income from their Manitoba 
shares and that the beneficiaries, or at least their husbands - 
Messrs. Sellers. Mulholland and Con Riley - were getting fed 
up at the large amount of money in the estate represented by 
Manitoba shares which were bringing in no income and were 
most anxious to get out. 


MacAulay then said that he would write to Kronacher immediately 


This letter to Kronacher will be mailed today and as you will 
realize, is written to coincide with the attitude which I take it 
from your letter you intend to adopt with Kronacher, i.e. we do 
not like the idea of any partnership or anything like it, and that 
we are determined to get control or outright ownership eventually. 


(AMF 604-607) 


In his evidence Mr. MacAulay said that he did not think 
that Mr. Robertson's report that 'the Winnipeg group were entirely on 
our side'' was entirely correct as the attitude at that time was one of 
neutrality. Mr. MacAulay referred to his letter to Baron Kronacker, 
written at the time of Mr. Robertson's visit in May, 1955 and which 


- 154 - 


contained the following: 


Just after your letter was received Mr. A. M. Robertson, 
vice president of B.C. Sugar Company telephone[ d] me and 
requested an interview. He saw me later in the day. 


When he introduced the subject of the Manitoba Sugar 
Company and intimated a willingness to purchase the shares of 
the Winnipeg group, I told him I could not discuss with him sale 
of the shares of the Winnipeg group as certain Winnipeg share- 
holders had undertaken with you that we would not discuss a 
sale of our shareholdings pending a meeting with you to be held 
in July of this year. I told him you had given an undertaking to 
us to the same effect. I also told him that certain Winnipeg 
shareholders, including those I represented, were parties toa 
pooling agreement, which would make it impossible for them to 
make any disposition of their shares until after its expiry in June 
SEd956% 


I also told Mr. Robertson that for the past few years we 
had not voted our stock because a vote of our stock would be quite 
ineffective. I observed that unless you and the B.C. Sugar Com- 
pany voted your stock in the same way and for the same purposes, 
our stock could influence the policy and decisions of the company. 
I told him that in the past few days, the Winnipeg shareholders 
had discussed the matter and after discussion it had been de- 
cided that a representative of the Winnipeg group would attend 
the annual meeting and would vote the stock in a manner which 
the group considered in the interests of the company and in the 
interests of the Winnipeg shareholders. 


I pointed out that if we agreed to give a proxy either to you 
or the B.C. Sugar Company, we would be depriving ourselves of 
the right to exercise our own judgment in respect of company 
matters and abandoning our prerogative of influencing the 
company's operations. The above is the course which the 
Winnipeg shareholders decided they would pursue after giving 
consideration to your request communicated through Mr. Savoie 
[sic] and before my interview with Mr. Robertson. 


I therefore propose that some member of the Winnipeg 
group, presumably Mr. Dickson, should attend the annual meet- 
ing with authorization and proxies from the shareholders, and 


he will vote these shares in respect of the various matters which 
come before the meeting. 
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I did urge upon Mr. Robertson however that until the 
expiration of the pooling agreement in June, 1956, and more 
particularly at the next annual meeting, there should be elected 
to the board four appointees of B.C. Sugar Company, three 
appointees of the Winnipeg group, and two appointees of yours. 
Mr. Robertson said he was not in a position to agree to this but 
would discuss the matter with Mr. Rogers at the first opportunity. 


Mr. Robertson concluded his conversation with me by 
stating the B.C. Sugar Company was prepared to buy all your 
stock and the stock of the Winnipeg group at the price paid 
Neuman, namely $75 a share. I do not know that you would be 
interested in such a proposal. 


Since my interview with Mr. Robertson I have not had an 
opportunity to meet the Winnipeg group. Of course, in order to 
accept such a proposal, all the parties to the pooling agreement 
would require to agree, including Bronfman, who, I believe, 
took the stand he did previously in order to protect Neuman. 
Neuman has now sold his stock and Bronfman may not be further 
interested in holding his. If you and the members here, of the 
Winnipeg group, were interested in Mr. Rogers! proposal, 
Bronfman might conceivably be prepared to go along. This 
would make the decision unanimous to accept the B.C. Sugar 
proposal and would make it unnecessary to delay sale until the 
expiration of the pooling agreement. 


I would like to have an expression of your views in regard 
to the proposal which Mr. Robertson suggested the B.C. Sugar 
Company was prepared to make to you, the Winnipeg group, and 
to Bronfman. After I have heard from you if you are interested 
in Rogers! proposal I will discuss the proposal with the Winnipeg 
shareholders." 


(Hearing, pp.663-666) 


B.C.S.R. advised one shareholder holding 114 shares of 
Manitoba Sugar that it was prepared to purchase his shares and as a 
result A. M. Robertson called on the shareholder, who lived in 
Vancouver, to discuss possible purchase. Mr. Robertson's memo- 
randum of the interview on May 16, 1955 contains the following: 


To cut the conversation short I finally said that if he wanted to 
sell his one hundred and fourteen shares we were prepared to 

pay $75 a share, which was a very generous price. He then asked 
what we were offering the small shareholders, and I told him $75 
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a share, and that he was a small shareholder - which he didn't 
like very much. He said that he reckoned the shares were worth 
$100 on the basis of the quick assets offsetting the preferred 
stock, and the depreciated value of the factory being $3, 500, 000 - 
or $100 a share on 34, 000 shares. I told him that we didn't 
figure that way and that we thought the stock actually was worth 
about $60 on a book value basis, and that if BCSR didn't get 
control it could be worth only a fraction of that after the St. 
Lawrence seaways opened up. 


Finally I told him we did not care whether he sold or not, but if 
he was interested at $75 in the near future tolet me know."! 


(AMF 608A) 
The annual meeting of Manitoba Sugar was held in July, 
1955. The following evidence was given by Forrest Rogers in regard 


to the appointment of directors at that meeting: 


" . . . At that meeting were you appointed a director ? 


A. wes 

Sy Were you appointed an officer ? 

A. Yes, I was appointed president. 

er Who were the other directors ? 

A. The other directors are --- 

7 Who were appointed at that meeting ? 

A. The other directors appointed at that meeting are A. M. 
Robertson, F.R. Taylor, Sir Charles Tupper, and Brian 
Dickson, who subsequently resigned to make way for Mr. 
MacAulay, who is chairman of the board; and Mr. George 
Sellers isadirector, and Cyril Leach, and Baron Kronacker, 
and Mr. Savoye -- I do not know his initials -- of New York. 
That should add up to nine. 

oF And, of those nine directors, whom would you term are 
directors, representing your company on the board? 

-:. Four. 


oy Mr. Robertson, Mr. Taylor, yourself, and Sir Charles 
Tupper ? 


A, ese 
(Hearing, p. 44) 
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Mr. Rogers also testified that at the meeting of directors, 
following the annual meeting, B.C.S.R. was given the responsibility 
of managing Manitoba Sugar. His evidence was as follows: 


sis @ Fs Now, at that meeting, or at the directors meeting, was 
your company then asked to take on a management con- 
tract by the directors ? 


At Yes, we were. Do you wish me to describe that ? 
2s Yes; what led up to that? 


A. Well, it was quite natural that, with our facilities and 
resources, that we should manage the company. All the 
directors or -- yes, all the directors were in favour of 
our doing so. And so we had a management contract. It 
is not really a contract in the form of a document. It just 
appears in the minutes of the directors meeting -- in which 
it was decided that our company should have all the rights 
of managing the company, and all the responsibilities of 
managing the company, with the exception of such things 
as required by law to be done by the directors or share- 
holders acting in a group. 


There was a rider to that management contract to the 
effect that items of policy should be referred to the entire 
board for decision. It was rather difficult to say what 
‘items of policy' are, so we endeavoured to refer items of 
policy, even if we were not too sure if they were or not, 
to the board. Does that explain it? 


BY THE CHAIRMAN: 

Of. I assume, probably, that one of the reasons why your 
company would take over the management was that you 
were definitely expecting to take over ownership ? 


AS. That was our intention. 


: It was expected that you would take over majority control, 
wae it, at that time? 


A. We certainly hoped so, and we still do. 
. And was that not one of the reasons why your company 
was given management -- that you were moving into the 


position of ownership ? 


A. We wanted it and, so far as I know, it was the mutual 
desire of all. If you were to consider the shareholders of 
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the company at that time being divided into three groups, 
there were ourselves, and what we speak of as the ‘ 
Winnipeg group, and Baron Kronacker. All three groups ) 
were in favour of our company taking over management. 
This management contract is renewable from year to year 
and, I presume it could be cancelled at any time by the 
directors. 


BY MR. WHITELREY: 
Q. Was provision made for payment of any kind? 


A. Yes, there is payment of $2,500 a month out of which the 
salary of the assistant manager, here -- whom I put in -- 
is paid. That is the only consideration. Manitoba Sugar 
Company also pays travelling expenses to any of our 
technical personnel whom we may send through from 
Vancouver to act in a consulting capacity here. But they 
pay no other salaries to any of our people, from myself 
down. 


BY THE CHAIRMAN: 


2 The total expense is to the Manitoba Sugar, for this 
arrangement, of $2,500 a month, plus travelling expenses? 


A. Yes, that is right’. But part.of that"$2, 500%s salary ofa 
man who is permanently here as assistant manager.'"' 


(Hearing, pp. 45-47) 


Later in his evidence Mr. Rogers said that there had been 
a reduction of $31, 000 in the expenses of Manitoba Sugar in connection 
with two officers as he received no salary as president and the func- 
tions of another officer, who had resigned, were now provided under 
the management contract. 


According to returns of information made to the Director 
of Investigation and Research the Board of Directors of Manitoba 
Sugar as at December 10, 1955 was as follows: 


J. A. MacAulay, Chairman 

Forrest Rogers, Managing Director and President 
G. H. Sellers, Vice-President 

Baron P. G. Kronacker, Vice-President 

A.M. Robertson, Assistant to the President 
Searle Leach 

Sir Charles Tupper 

R. J. Savoye 

F. R. Taylor 
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In May, 1956, when the term of the pooling agreement was 
drawing to an end, discussions were held in Winnipeg between Baron 
Kronacker and representatives of the 'Winnipeg group"! in regard to 
the possible purchase by Baron Kronacker of shares held by the 
"Winnipeg group''. In a memorandum prepared by J. A. MacAulay for 
the purposes of the discussions the following proposals were outlined: 


"The B.C. Sugar Company has intimated that it is not prepared 
to buy the stock of the Winnipeg group until the present inquiry 
by the Director of Investigation and Research and the Restric- 
tive Trade Practices Commission is completed. They antici- 
pate this may be as long as a year. When this matter has been 
satisfactorily concluded and any objection withdrawn they are 
prepared to pay $110 a share for all the stock, including the 
Kronacker stock. In fact they make an offer now effective as 
soon as any necessary release is given to buy all the stock of 
the Winnipeg group, including Baron Kronacker's at $110 per 
share. 


Alternatively, we are prepared to recommend to the Winnipeg 
group that they sell their shares to Baron Kronacker at the 
present time at $100 a share providing the B.C. Sugar stock is 
taken too. If Baron Kronacker is interested we will proceed to 
make the recommendations and obtain an immediate answer. 
The Winnipeg group feel they are under some obligation to the 
B.C. Sugar Company which improved their position by buying 
the Neuman stock. In addition, they believe that for the industry 
and for Manitoba, a single control is preferable to a divided 
control. So far as the Winnipeg group is concerned, they are 
prepared to recommend that that proposal be accepted." 


(Hearing, pp.683-684) 


Other proposals were advanced by Baron Kronacker which 
were not acceptable to the ''Winnipeg group''. The principal points 
which made the proposals not acceptable to the ''Winnipeg group'' were 
described by Mr. MacAulay in his evidence as follows: 


"T told Kronacker that the offer he had made on Thursday, the 
17th, was not acceptable to the Winnipeg group. He asked me 
in what particular way it was not acceptable. I said it was not 
acceptable in any particular -- that the price of $75 a share 
was not acceptable -- that it was not satisfactory to the Winnipeg 
group that he refused to buy the Bronfman shares because we 
thought they should be included; that we felt he should also agree 
to buy shares of B.C. Sugar for the reasons J had previously 
explained, namely B.C. Sugar by buying the Neuman shares had 
made our position better and made it impossible for Neuman to 
sell to Kronacker or Kronacker to sell to Neuman, and thereby 
control the company, giving our minority interest a much 
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smaller value; and we, therefore, felt under a moral obligation 
to the B.C. Sugar if we were selling, to stipulate that their 
shares should be included in any sale; -- and there is a little 
repetition here -- that his stipulation number four, to the effect 
that the Rogers people, if we sold the other shares to him, could 
not take any part in management." 


(Hearing, pp.689-690) 


Subsequently an offer was made by B.C.S.R. for an option 
on shares of Manitoba Sugar held by the ''Winnipeg group". The offer 
is described, as follows, in a letter which Mr. MacAulay wrote to 
Baron Kronacker on July 6, 1956: 


In the meantime, I had discussed the matter with the Winnipeg 
shareholders and they had agreed to accept the proposal of the 
B.C. Sugar that they grant an option to B.C. Sugar at $100a 
share for 18 months, with a $25 cash payment as consideration 
for the option, the $25 cash payment to be applied on the pur- 
chase price of $100, in the event that the option was exercised, 
otherwise such amount to be forfeited. 


(Hearing, p. 702) 


Option agreements covering 19, 701 shares, including 
those held by Baron Kronacker, were entered into with B.C.S.R. in 
July, 1956 on the basis indicated above. The life of the option is 
until December 31, 1957. The agreements provide that ''the certifi- 
cates representing the shares subject to this option shall be held by 
The Canada Permanent Trust Company, Winnipeg, endorsed in blank 
for transfer" (Exhibit H- 16). 


In his: evidence, Forrest Rogers testified that Db, Crs. 
has purchased 1, 936 preferred shares of Manitoba Sugar. There are, 
in total, 15, 000 preferred shares of Manitoba Sugar. The following 
evidence was given by Mr. Rogers as to the investment of B.C.S.R. 
in shares of Manitoba Sugar at the time of the hearings: 


yeh How much, in dollars, has your company, up to this point, 
invested in the acquisition of shares of the Manitoba Sugar ? 


AS Well, from share purchases, directly, and the option 
money put up, and the purchase of preference shares, we 
have invested approximately $1, 750, 000. 


Pe Er DP 


ee Fea 
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Now, if you were to complete the purchase and acquire 
all of the shares, what further investment would that 
require? 
To take up our options on the balance of the common 
shares, we would have to invest a further $1, 500, 000. 
approximately. 
BY THE CHAIRMAN: 
Would that give you complete ownership of the company ? 
With the options ? 
wesw 
There are a few -- 500 or 600 shares, small holdings, 
on which we have not got an option yet. We have not tried 
to get an option. 
But you have options on all but 500 or 600 shares? 
That is right. 
BY: MR, McARTHUR: 
And the money you are investing is, in part, in any event, 
money that you received from the sale of the plantation in 
the Dominican Republic ? 
Gese 
I mean, you had a surplus available for investment ? 
8 OLE 
Arising out of that? 
Yes," 


(Hearing, pp.42-43) 


Earlier in his testimony Mr. Rogers had said that about 


1944 B.C.S.R. had purchased the Ozama Sugar Company in the 
Dominican Republic. Early in 1955 this company was sold and certain 
funds were received by B.C.S.R. at this time from its sale. 


In regard to the control of Manitoba Sugar the position at 


the time of the hearing held by the Commission was that the manage- 
ment of the company was being conducted by B.C.S.R. and that the 
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latter, under the terms of the option agreement, could purchase all 
but a small number of the common shares of Manitoba Sugar not \ 
already in its possession. It is obvious, therefore, that the situation 
to be considered is one of control of Manitoba Sugar by B.C.S.R. and 
this was so stated by counsel for B.C.S.R. when he said in argument: 


"'] prefer to present my argument on the assumption that 
B.C. Sugar has acquired more than 50 per cent of the shares 
of Manitoba Sugar -- yes, 75 per cent; yes, 100 per cent -- 
and is in a position to assert complete control at all times 
in the same way as it has with C.S.F. since 1931." 


(Argument, pp.69-70) 


CHAPTER VII 


APPRAISAL OF THE SITUATION FROM THE 
VIEWPOINT OF THE PUBLIC INTEREST 


I, Reasons Given by B.C.S.R. for Seeking Control 
of Manitoba Sugar 


The evidence reviewed earlier in this report indicates 


the reasons given by officers of B.C.S.R. for the interest in Manitoba 


Sugar at the time when negotiations were being carried on looking 
toward the purchase of a majority of the common shares. In response 
to a questionnaire sent to B.C.S.R. in June, 1955 by the Director of 
Investigation and Research, the following statement was made as to 
the reasons for the purchase of shares in Manitoba Sugar in a reply 
submitted to the Director on July 15, 1955 by A. M. Robertson, Vice- 
Preciaent or B.C .S-R.: 


4. Early this year the Company sold its interests in San 
Domingo for several million dollars. It is not our policy to 
leave funds idle if reasonable investments are available. After 
our rather unfortunate experience in San Domingo we were not 
interested in again investing money in sugar businesses outside 
Canada, and therefore we carefully surveyed the investment 
possibilities in Canada. In April we found that we could buy a 
block of shares in The Manitoba Sugar Company Limited, and 
after due consideration we did so. Our reasoning behind this 
decision was as follows: 


The area in which beet sugar produced in Alberta and Manitoba 
can be profitably marketed is limited to the territory between 
the Canadian Rockies and the eastern boundary of the Province 
of Manitoba, and the quantity of sugar that can be sold is in 
direct proportion to the population of that area. Should either 
the Alberta or Manitoba beet sugar factories produce an exces- 
sive amount of sugar it would be necessary for one or both of 
the companies to ship sugar beyond the economic area ata 
much lower net return. This would result in a benefit to the 
railroads but a definite loss to the sugar companies and to the 
beet growers who participate in the price of the refined product. 
By purchasing an interest in The Manitoba Sugar Company 
Limited it is our hope that we can so coordinate production as 
to prevent such over production and consequent detrimental 
effect to the industry and the farmer, but at the same time pro- 
duction from both companies should slowly increase with the 
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growth in population. It is definitely not our intention to 
sacrifice one company for the sake of the other. It should be 
pointed out that there is no intention on our part to eliminate 
competition in the Manitoba market as competition is real and 
healthy, the area served by The Manitoba Sugar Company 
Limited being also served by the three eastern sugar refiners. 


Another reason for our purchase of shares in The Manitoba 
Sugar Company Limited is the fact that we are disturbed at the 
prospect of the completion of the St. Lawrence Seaway, which 
will enable deep sea vessels to bring sugar directly into the 
Great Lakes area. We are also disturbed by the announcement 
by the Canada and Dominion Sugar Company that they intend to 
build a cane refinery in Toronto. These two happenings could 
cause very severe and intense competition in the Manitoba 
market in years to come, and it was our feeling that if we are 
going to have a fight on our hands with Eastern or offshore sugar, 
we should do everything possible to protect our borders. 


The motives of B.C.S.R. in purchasing shares in Manitoba 
Sugar were described by Forrest Rogers, President of B.C.S.R. in 
his evidence, as follows: 


A Well, fundamentally, there are two basic motives; apart 
from the fact that we had some money to invest from our 
operations in Santo Domingo, there are two basic motives. 
One was because we expect a much more competitive 
situation to arise in the province of Manitoba when the St. 
Lawrence is opened, and a new refinery, now under con- 
struction in Toronto, comes into operation. And we felt 
that by owning Manitoba Sugar Company we would 
strengthen our competitive position with our eastern com- 


petitors. 
Our other reason was one of investment. We felt -- we 
were fairly sure -- that we could improve the operation, 


financially, of the Manitoba Sugar Company. We were 
actually somewhat surprised to find out how correct we 
were,,|! 


(Hearing, p. 57) 
When A. M. Robertson was referred to some reasons for 
the acquisition of Manitoba Sugar which he had given in a memorandum 


prepared in November, 1954, he gave the following evidence: 


O25 At that time however you appeared to be anxious to get 
control of Manitoba before Mr. Kronacker -- Baron 
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Kronacker ? 


A. That is right. The position there was that we wanted to buy 
Manitoba Sugar Company as an investment, and as an 
expansion of our business before the Belgian interests got 
Hold, of it," 


(Hearing, p. 334) 


The brief submitted to the Commission on behalf of B.C. 
S.R. refers to the purchase of shares in Manitoba Sugar with the 
object of strengthening the position of B.C.S.R. in the following terms: 


B.C.S.R. was moved to purchase the shares too with the object 
of strengthening its position against present Eastern competition 
in its market, which it has good reason to suppose will be inten- 
sified. 


Eastern refiners, producing principally cane sugar, are already 
serious competitors on the prairie market where at many points 
they can do better than by selling in their home market. Because 
of present lack of capacity to supply much more than the growing 
Eastern market their pressure has not been too severe. Two 
things will occur in the next two years to make a difficult situa- 
tion a dangerous one. Their capacity will be greatly increased 
and the St. Lawrence Seaway will greatly reduce their freight 
charges. It was open to B.C.S.R. to do nothing and when 
Eastern sugar is dumped on the prairie market to abandon 
Manitoba and part or all of Saskatchewan, close down one or two 
of its Alberta plants and curtail its purchase of beets from 
Canadian farmers. The alternative was to determine to meet 
any dumping of Eastern sugar, as it had done before, ina price 
war which would discourage any dangerous invasion of its terri- 
tory. What the Statement [of Evidence] shows a failure to 
understand is that in any war unity of command and concentration 
of forces is essential. A neutral Manitoba Sugar in a struggle 
fought in its own territory would bring disaster first to the 
C.S.F. market and then to its own. Manitoba Sugar has a far 
better opportunity to sell its sugar in Manitoba than has C.S.F. 
selling Alberta sugar there. B.C.S.R., C.S.F. and Manitoba 
Sugar together can offer formidable opposition to larger com- 
petitors. They could not do so if they were encountered in 
detail. It has been necessary to use the language of war for the 
principles. involved here are:the same. Put shortly,,B.C.S.R.* 
expects more formidable competition; it has moved to strengthen 
itself against it. It has invaded the territory where it faces such 
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competition ; 


" 


The disinclination of B.C.S.R. to have Manitoba Sugar as 
an independent company in the event of more active competition in the 
Manitoba market was referred to by A. M. Robertson in evidence, as 


follows: 


WAY. _. , in a severe contest. between two large interests -- 
and we are large and the easterners are large; and 
obviously they are larger than we are -- it is never an 
advantage, and often it is a great disadvantage to have a 
small company in between, not too heavily financed, and 
not too able to stand the price cutting, and other 
manoeuvres that the big boys on either side can make. We 
did not like the idea of a small independent here. As I 
said yesterday, it was our determination, and still is, to 
make this a competition between western beet and eastern 
cane. And for that reason we wanted a united front in 
western beet. 


: You have said there that it is a disadvantage to have a 
small company in between ? 


A. Yes. 
4 Why is that ? 


A. They disorganize the market. You never know what they 
are doing. You can refer to it in the army; if you have a 
battalion there and a battalion here under a unified com- 
mand, you are much better fitted in a fighting way than if 
you are both flying around on your own. 


Ds, I would prefer, Mr. Robertson, to refer to the sugar 
business, if we may. Would you explain a little more fully 
how it is a disadvantage to have Manitoba Sugar indepen- 
dent ? 


A. In the first place, they might go bust. 
a Then, it would be no longer a disadvantage ? 


A. They would have a lot of distress sugar floating around. 
In the second place, eastern refiners might buy them up, 
and that would be -- it would not be a very happy occasion 
for us. They are just more or less a nuisance, in the way, 
and we are convinced -- and this is our judgment -- that it 
is an advantage to us to have them under our control in 
this coming fight. We have had a lot of experience in the 
distribution of sugar in the west. We have found in Alberta, 
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definitely, that having home-grown sugar is an advantage when 
selling in Alberta, and we want Manitoba sugar to sell in Manitoba. 
And we think that, through having that sugar, we will be able to 
make an opening for our 15 million pounds a year excess. 


That was our recommendation to the directors of B.C. Sugar, 
as to one of the reasons -- apart from that of an investment -- 
as to why we should buy the company. .. ."! 


(Hearing, pp. 337-339) 


2. Views of B/C .S.R. as to Results of Such Gontrol 


The position taken by B.C.S.R. was that acquisition of 
control of Manitoba Sugar by B.C.S.R. could not be considered as 
lessening competition in the territories where Manitoba sugar could 
be sold because, as A. M. Robertson put it, ''we never considered 
them our competition in this market. They never have been." 
(Hearing, p. 271). 


Mr. Robertson elaborated this answer, as follows: 
"BY THE CHAIRMAN: 


OF Did your company not regard Manitoba Sugar as being a 
competitor at all in this market ? 


Ae No. The reason is that from our experience further west 
in Alberta, we did not think, and still do not think of 
Manitoba Sugar -- that Manitoba Sugar should have any 
trouble selling Manitoba sugar in Manitoba. They do not 
produce enough for this market. 


oF They did at the time they began to produce substantial 
quantities of sugar -- they did take over a substantial 
part of the market which had been held by other com- 
panies ? 

A. Yes, they took it over from the east, though. 

Q. Did they take over nothing from C.S.F. ? 

A. Nothing from C.S.F. There is a margin between what 


they can produce and the requirements of this market, 
and we have been coming down here every year for ten 
years, and calling on every important buyer in Winnipeg, 
Brandon and Dauphin, and our sales talk has always been 
that we expect them to buy Manitoba sugar first. The 
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same as we expect Alberta people to buy Alberta sugar 
first. We say, 'Manitoba Sugar Company are not pro- 
ducing enough for all your requirements, and after they 
have exhausted their sugar, we want the surplus demand, 
rather than eastern sugar.' 


In the economic sense, I would think that any manufacturer 
selling in this market would be regarded asa competitor. 


Well -- 
Because they are selling to any potential buyer. 


Well, it depends on the degree of the competitor, does it 
not? We did not consider them seriously. We always 
considered they would sell their sugar. We have about, 
normally, 12 million to 15 million pounds of surplus 
sugar, and this was the market for it. Manitoba sugar, 
we reckoned, would be sold anyway, and our competition 
in getting that market was with eastern refiners." 


(Hearing, pp. 271-272) 


Mr. Robertson gave the following evidence as to the inte- 


gration of the sales policies of Manitoba Sugar and C.S.F. since the 
purchase of shares in Manitoba Sugar by B.C.S.R.: 


Ng, 


Has there been any integration of the sales policies since 
April, 1955 of Manitoba Sugar and Canadian Sugar 
Factories ? 


Well, the only integration there has been is that we have 
attempted to influence the sale of Alberta sugar in its 
most remunerative markets, and Manitoba, in its most 
remunerative markets. We have never refused to sell 
Alberta sugar in Manitoba, and we have never refused to 
sell Manitoba sugar in Saskatchewan. 


There is a great difference between withdrawing from a 
market and not offering it. If we instruct our agents to go 
and hammer hard at sales of Alberta sugar in Manitoba, 

we will sell Alberta sugar in Manitoba. On the other hand, 
if we tell them not to push it too hard, the sales will drop 
off. But we will never refuse to sell anybody, if they order 
it. It, -- just as we have never refused to sell anybody 


cane sugar in Alberta and Saskatchewan. If they order it, 
they get it. 


If British Columbia Sugar had absolute control of Manitoba 
Sugar, would it eliminate Manitoba Sugar as a competitor? 


OEP ie 


Pete ee 
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No. 
Would it be your intention that Manitoba Sugar should 
continue as an active competitor in the area in which it 
has marketed its products ? 
Definitely, yes. 
Particularly the city of Winnipeg? 


Yes. 


Is that, really, the most advantageous market that 
Manitoba Sugar has? 


Yes. Manitoba Sugar gets its sugar into the city of 
Winnipeg for 6-1/4 cents per one hundred pounds. And 
it gets its very highest net return from selling in the city 
of Winnipeg. The province of Manitoba uses 75 million 
pounds of sugar a year, anda very large percentage of 
that is right here, naturally, in the city of Winnipeg. I 
understand that the Winnipeg area has pretty close to 
400, 000 people in it now. 


Yes ? 


Which is a very big slice; and all your manufacturers are 
here. 


BY THE CHAIRMAN: 


Would you say that substantially over half of the total con- 
sumption of Manitoba is in the Winnipeg area? 


Yes, substantially over half. 


MR. McARTHUR: 


Would Manitoba Sugar continue to sell to [through] its 
own sales staff? 


Desc 
So as far as you know it has never sold through brokers ? 
It does in Saskatchewan. 


But not in Manitoba ? 
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A. No, its own staff. 

Q. In your opinion, would there still be active competition 
over the area in which Manitoba has sold its sugar in the 
past? 

A. Yes. 

o. And who would be the competitors ? 

A. Eastern sugar. 

Q. What firms ? 

A. Well, there would be Canada and Dominion, St. Lawrence 


Sugar, Atlantic Sugar." 
(Hearing, pp.241-243) 


Considerable emphasis was given in the testimony of 
officers of B.C.S.R. to improvement in efficiency in the operations 
of Manitoba Sugar under the control of B.C.S.R. The following 
general statement was made by Forrest Rogers, President of B.C. 
et ge 


Je . «- . we can strengthen Manitoba's competitive position 
with our resources, and put the factory in a much better 
position to compete with eastern competition. We can 
make the factory much more efficient; we can make it 
much more efficient and, with our financial resources, we 
can make the factory much more competitive, much more 
capable of standing up to eastern competition, and doing so 
in a much better manner than it would if it was on its own.!! 


(Hearing, pp. 120-121) 


Mr. Rogers described in his evidence the eight depart- 
ments through which operations under the control of B.C.S.R. are 
conducted. These embrace the agricultural department, which con- 
ducts agricultural research work, including research into the 
breeding of beet seed supplies, the technical department which is 
responsible for chemical control of cane and beet sugars, and the 
operating, engineering, personnel, sales, purchase and accounting 
departments. Prior to the management of Manitoba Sugar by B.C. 
S.R. its operations had not been as fully departmentalized and where 
there were equivalent departments they were not staffed to the same 
extent. The situation was summed up by Mr. Rogers as follows: 


By Se - . . J think the best way to put it is this, that with five 
factories, or with four factories, three in Alberta, we can 
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afford to have men of a much higher calibre in those super - 
visory positions. All that will be, and is being made 
possible to the Manitoba Sugar Company."! 


(Hearing, p. 102) 


When asked to describe improvements which B.C.S.R. 
expects to introduce into the operations of Manitoba Sugar Mr. Rogers 
said that it was believed that with greater mechanization there could 
be a reduction in the man-hours of labour used. He also said that the 
laboratory methods used in Manitoba Sugar were being completely 
overhauled. It was also expected that savings could be made in the 
purchase of supplies and in the cost of insurance because of the ex- 
perience of B.C.S.R. and its larger scale of operations. 


Mr. A. M. Robertson, Vice-President of B.C.S.R., 
referred in his evidence to the possibility of making Manitoba Sugar 
more profitable by putting in economies. His testimony included the 


following: 
MG) And you expect to do this by synchronizing managements, 
sales, engineering and so on? 
#. Not to any great extent, although to some extent by 


synchronizing management and sales; but mostly by an 
efficient operation of the plant, and [the] agricultural end 
efit." 


(Hearing, p. 384) 


The management of Manitoba Sugar by B.C.S.R. was 
stated to have resulted in more harmonious relationships between the 
company and the beet producers. Evidence given by growers and 
others was to the effect that on some occasions in prior years great 
difficulty had been experienced in arriving at the terms of the contracts 
for the purchase-of sugar beets by Manitoba Sugar. The following 
evidence was given by A. M. Robertson about negotiations with 
growers over the contract for 1956: 


we When you acquired your shares and became a director of 


the Manitoba Sugar Company, did you take part in the 
negotiations with the beet growers for the Manitoba Sugar ? 


A. Yes. 


2. Had they not wanted the same features that are included 
in the Alberta contract embodied in their contract, for 


several years ? 


A. Tee. 
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And did you, taking part in the negotiations, give them 
those features that they asked for? 


In effect, yes. On sugar we gave them 60 per cent and we 
kept 40 per cent, as against 63 per cent and 37 per cent 

in Alberta. The reason we could not give them 63 per cent 
here is that the Manitoba beets are not of the same quality 
as the Alberta beets. In other words there is not as much 
sugar in them, and you cannot pay as much for an inferior 
beet, which costs the same amount to process, per ton, as 
a good heet does. 


So we made a deal with them at 60/40 instead of 63/37, 
and they were quite satisfied. 


BY MR. ROBERGE; 
What were they getting prior to that arrangement ? 


The new contract on the basis of a net return of $8 and 16 
per cent, sugar content, which is average in this area -- 
the new contract amounted to approximately 40 cents a ton 
more for the beet growers; and as they produce over 

200, 000 tons, they had something over $80, 000 for the 
growers. 


BY MR. McARTHUR: 


Did you take much time in arriving at an agreement with 
the Manitoba beet growers? 


No, it just took three meetings, spread over three days. 
BY THE CHAIRMAN: 
Were there any other features in the contract ? 


Yes, the old contract was a very complicated affair. It 
was so complicated, in fact, that 90 per cent of the growers 
did not like it because they could not understand it. 

Frankly, it took a long time for us to understand it. 


They had all sorts of bonuses -- a bonus of 2-1/2 cents a 

ton for every half per cent over 83 purity, and they hada 
bonus of so much a ton for every 5, 000 tons produced over 
140,000 tons. It was a most complicated arrangement. 

But when I said that it gives them 40 cents a ton more 

based on $8 net return and 16 per cent beets, we incorporated 
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all the bonuses in the old calculation on the basis of 
200, 000 tons. 


In other words, they enjoy the bonus from 140, 000 to 

200, 000, and we also incorporate a purity bonus based on 
the purity last year, which was high. I may say that the 
Manitoba beet growers were more than pleased. It was the 
best agreement they ever expected to get. 


a ie It would appear, then, that the beet growers are obviously 
interested in price being maintained at as high a level as 
possible ? 


A. Yes. 


OF And, to that extent, they are interested in competition 
which will stabilize the price at a reasonable return? 


A. Yes, at a reasonable return. I would say they are inte- 
rested in us keeping competitive to sell their product, as 
much as anything else." 


(Hearing, pp.235-237) 


3. Position of B.C.S.R. in Western Provinces 


The plan of B.C.S.R. to control Manitoba Sugar must be 
considered in relation to the position previously occupied by B.C.S.R. 
in the western provinces and the situation resulting from the inclusion 
of Manitoba Sugar under the same control. 


Tables 14 to 17 show the positions occupied by Canadian 
sugar refiners in each of the western provinces for a number of years. 
If attention is confined to recent years it will be seen that B.C.S.R. has 
been the only supplier in British Columbia, B.C.S.R.andC.S.F. 
have been the only suppliers in Alberta and except to a very minor 
extent they had the same position in Saskatchewan until 1953 when sales 
of Manitoba Sugar constituted a small but significant part of the total 
(7 per cent in 1953 and 6 per cent in 1954). In Manitoba, the market 
has been divided, B.C.S.R. and C.S.F. had 9 per cent of the sales in 
£950, (19: per cent.in 1951, lv: per cent in (1952, 27 per cent in 1953 and 
23 per cent in 1954. Manitoba Sugar had 51 per cent in 1950, and 47 
per cent, 53 per cent, 51 per cent and 54 per cent in 1951, 1952 and 
1953 and 1954 respectively; sales of eastern sugar have formed the 
balance of the supplies in Manitoba, viz., 40 per cent in 1950, 33 per 
cent in 1951, 30 per cent in 1952, 23 per cent in 1953 and 24 per cent 
an 1954: 
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It will be recalled that specialty sugars have not been 
produced in Canada from sugar beets so that such products are in- 
cluded in the cane sugars sold in Manitoba. The estimate of A. M. 
Robertson was that about 10 per cent of the quantity of sugar sold in 
Manitoba consisted of specialty sugars. As sales of western cane 
sugar in Manitoba from 1950 to 1954 were less than 2 million pounds 
per annum there would be about 5 to 6 million pounds of eastern 
specialty sugars included in the total for Manitoba. This would mean 
that in 1953 and 1954, eastern sugar constituted about 17 per cent of 
the granulated sugar sold in Manitoba. On the other hand, Manitoba 
Sugar which has been supplying over half the total market for sugar 
in Manitoba, probably has been supplying about 60 per cent of the 
granulated sugar, excluding specialties. In the last few years it has 
also occupied a position of some significance in Saskatchewan. 


When the situation is considered in which Manitoba Sugar 
would be controlled by B.C.S.R. it is seen that the position in British 
Columbia and Alberta would not be affected, B.C.S.R. and C.S.F. 
already supplying the entire market, but in Saskatchewan there would 
no longer be an independent company supplying 6 per cent or more of 
the market and in Manitoba the independent company, supplying over 
half the market, would be under the control of the enterprise then 
having the complete supply of sugar in British Columbia, Alberta and 
Saskatchewan under its direction. In respect to Manitoba the position 
would then be that B.C.S.R. would have under its direction over 
three-quarters of the supply of sugar in Manitoba, whereas with 
Manitoba Sugar as an independent company it would have in the neigh- 
bourhood of one-quarter. It must be accepted that the statistical 
positions in Manitoba would be profoundly affected if Manitoba Sugar 
ceased to be an independent company and there would be a significant 
difference with respect to Saskatchewan. 


4° /Prieimeg PolicyroliB uC. ork: 


Whether Manitoba Sugar is an independent company or is 
controlled by B.C.S.R. is also of importance in view of the policy 
followed by B.C.S.R. in pricing cane sugar refined in Vancouver and 
beet sugar produced by C.S.F. The evidence indicates that it is the 
policy of B.C.S.R. to establish the highest possible price at Vancouver 
which does not invite or lead to the importation of offshore sugar. At 
times, as in 1953, B.C.S.R. is concerned about the possibility of 
importations being made by some of its customers and reduces its 
price to avoid such a development but Forrest Rogers, President of 
B.C.S.R., said that no importations had been made within his memory 
(Hearing, p. 86). It is the case, of course, that to complete arrange- 
ments for the importation of refined sugar would necessarily involve 
considerable time and would only be considered for shipments of 
substantial size. The advantages of purchasing offshore sugars, 
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therefore, would have to be of some magnitude and to be likely to 
persist over a space of time sufficient to permit benefits to be derived 
from the shipments before contracts would be made for supplies of 
sugar from distant markets. 


Such factors are of even more importance in British 
Columbia than in eastern Canada as large scale users of sugar in the 
Vancouver area are fewer and the shipping costs from possible off- 
shore sources of supply are higher than to the manufacturing centres 
in the east. 


In these circumstances B.C.S.R. has found it possible, 
in the recent period, to establish its refinery list price at a level 35 
cents per hundred pounds higher than the list price at Montreal. 
Officers of B.C.S.R. explained the higher price at Vancouver on the 
ground that wage rates are higher at the Vancouver than at the eastern 
refineries and that the freight cost on fill-in cargoes of raw sugar 
from the West Indies is about 30 cents per hundred pounds higher than 
to Montreal (the bulk of raw sugar used at Vancouver comes from 
Fiji at about the same freight cost as raw sugar delivered to Montreal). 
On the other hand, the B.C.S.R. refinery has the advantage of being 
located at a seaport which is open the year round whereas Montreal 
refineries can only receive vessel shipments during the period of open 
navigation. However, the opportunity to have a higher price for 
sugar at Vancouver than at Montreal must be due to the fact that 
competition from offshore sugars usually comes to bear less directly 
at Vancouver than in eastern Canada. This is borne out by comments 
in a letter written by A. M. Robertson, Vice-President of B.C.S.R., 
on February 24, 1953 (previously cited) when there were offerings of 
offshore sugars. Mr. Robertson wrote, in part: 


"Effective today, February 24, I reduced sugar prices through- 
out our territory 15¢. This reduces our margin over the East 
to 10¢. . . . At first I thought of reducing prices in British 
Columbia only, or reducing tailings only, but after much consi- 
deration I thought the first move should be to put our margin 
over the East to a reasonable and justifiable amount and from 
there on adjust as indicated due to Eastern declines which we 
will follow (and which will come very soon, I think) or due to 
pressure of competitive sugar which might mean adjusting all 
grades in British Columbia only or tailings only. 


ane 
(AMF 28-31) 


It is the case that the cane refinery of B.C.S.R. at 
Vancouver serves, with respect to the Prairie markets, as a reserve 
plant. When there is a small crop of sugar beets in Alberta the pro- 
duction of cane sugar at Vancouver is increased so that supplies of 
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refined cane sugar can make up the deficiency. When there is a large 
crop of sugar beets in Alberta, production of cane sugar at Vancouver 
is correspondingly reduced. As the unit cost of production of sugar, 
whether cane or beet, reflects the volume of output from the factory 
the unit costs at the Vancouver refinery are affected from one year to 
another by the extent to which there is production for delivery to the 
Prairie Provinces. 


The difference between the cost of raw sugar delivered at 
the cane refinery and the net selling price of refined sugar provides 
the margin to cover the costs of refinery operations, selling expenses 
and overhead and a profit. This difference is referred to in the trade 
as the 'refiner's margin" or ''spread'' and nominal margins can be 
readily calculated for markets, such as those in the United States, 
where prices of raw sugar and refined sugar are published regularly. 
From information furnished by B.C.S.R. the Director of Investigation 
and Research prepared a table showing for 1950 to 1955 the refining 
margin or spread on shipments received at the Vancouver refinery in 
those years. This table will be found in Appendix A. It may be men- 
tioned here that it was stated in evidence by A. M. Robertson, Vice- 
President of B.C.S.R., that under the Sugar Administrator, during 
the period of wartime control, the refining margin in Canada for cane 
sugar was set at $1.95 per hundred pounds (Hearing, p. 306). 


The Director also prepared a table showing the nominal 
refining margin in the United States, based on published quotations 
for raw and refined sugar, compared with the refining margin of 
B.C.S.R. The table giving this comparison is shown in Appendix B. 


The following evidence was given by Forrest Rogers, 
President of B.C.S.R., as to differences in the conditions under which 
sugar refineries operated in the United States compared with those at 
Vancouver: 


18 8 Did you attempt or are you able to make any wage 
comparisons with the United States refineries ? 


As No, we have made no comparison with United States 
refineries, because their conditions under which they 
operate are so entirely different from ours that any 
figures would be meaningless. Their operations are 
much more on a year-round basis than ours are. 


Our refinery in Vancouver -- we have to operate it right 
up to capacity in the summer months, -- May, June and 
July -- to look after the canning and preserving season. 
And then our sales drop off drastically in the fall, and 
the following spring. 
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That is not so with the American refiners. They enjoy a 
much more year-round demand for their sugar. 


Then, there is another tremendous difference between the 
American refiners and ourselves, and that is that they 
have enjoyed a tremendous increase in their population, 
And, so far as I know, there has been no new sugar 
refinery built in the United States in the last quarter ofa 
century. As a matter of fact, it is to the contrary. 
Several of them have been shut down, both in the east and 
in the west. 


So that they are operating right up to capacity. Further- 
more, when we come to compare Canadian with them -- 
and this has not to do with labour rates -- but when you 
compare Canadian with American refineries, you must 
also remember they are under a strict quota system, 
which gives them 100 per cent protection." 


(Hearing, pp. 131-132) 


Tables showing the operating results of B.C.S.R. and 
C.S.F. were also prepared by the Director from returns submitted 
and were included in the Statement of Evidence. In Appendix C will be 
found the table prepared by the Director showing total cost and average 
return per 100 pounds of raw sugar for the fiscal years 1950 to 1955. 
A further table presenting a consolidated statement of income, divi- 
dends and capital investment for B.C.S.R. and C.S.F., prepared by 
the Director, is included in Appendix D. 


The price of sugar established by B.C.S.R. at Vancouver 
becomes the controlling factor not only for cane sugar refined at 
Vancouver but also for Alberta beet sugar sold within the territories 
where sugar is sold on a price built up from Vancouver. The 35 cents 
difference over the price at Montreal, or whatever difference is main- | 
tained by B.C.S.R., is, therefore, a factor of great importance not 
only in the sale of western cane sugar but equally in the sale of Alberta 
beet sugar. An illustration of this is given ina letter of A. M. 
Robertson written on October 21, 1953 when competition from Manitoba 
Sugar was being experienced in Saskatchewan. This letter is set out 
in large part earlier in this report but the following portion may be 
referred to nere: 


Another idea we had was reducing our Vancouver price drasti- 
cally to fully reflect the reduction in the price of raws. This 
would be justified (confidentially) but would cost us a lot of 
money and would also reduce our net return substantially on 
Alberta sugar throughout all Alberta as well as Saskatchewan. 
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Therefore, it appears that the best method is to reduce 
Saskatchewan alone for straight competitive reasons. 


(ATH 3-4) 


From the evidence as to the pricing policy followed by 
B.C.S.R. in the territories where prices are based on Vancouver and 
as to its policy in selling beet sugar in territories where the price is 
based on Montreal it is clear that in the absence of independent 
competition in Western Canada the likelihood is that the price of sugar 
will be maintained at the highest possible level, subject to limits set 
by the possibility of importations at the eastern or western ports. 


A further aspect of the pricing policy of B.C.S.R., as 
shown by the evidence reviewed in this report, is the manner in 
which the structure of sugar prices in the Prairie Provinces has been 
supported by the practice of using delivered prices, built up either on 
the price at the refinery in Vancouver or ona Montreal base. This 
system has a number of consequences, one of which is indicated in the 
above quotation. That is, the ability to adjust prices in a particular 
area while keeping the general price structure unchanged. Such action, 
in some circumstances, could result not only in meeting competition 
from other suppliers but in removing such competition. 


While the Commission does not regard the question of the 
delivered price system as being related directly to the question of 
acquisition of Manitoba Sugar by B.C.S.R., the Commission considers 
that it is appropriate to make some comments on the practices followed 
by B.C.S.R. in view of the evidence in the inquiry and the submissions 
made to the Commission by the Director and on behalf of B.C.S.R. in 
regard to the system. In so doing, we have in mind that BaG.o ane 
and C.S.F. are the sole suppliers of sugar in British Columbia and 
Alberta and in a large part of Saskatchewan. 


The general policy of B.C.S.R. in the sale of sugar in 
British Columbia is to offer sugar f.o.b. Vancouver. There are 
indications in the evidence, however, that the company might be 
hesitant to hold to this general policy without exception if delivery of 
sugar on this basis might have a disturbing effect on the delivered 
price basis used in other territories. We consider that B.C.5.R. 
should be prepared, in all cases, to offer sugar to any customer at its 
prevailing price f.o.b. Vancouver, and that no difficulties should be 
put in the way of any customer who wishes to buy on this basis. Inas - 
much as the price structure in those areas where the price is built up 
from Vancouver is stated by B.C.S.R. to be based on the price f.o.b. 
Vancouver plus freight to destination, we believe that any customer in 
British Columbia or in the Prairie Provinces should have the oppor- 
tunity to buy sugar f.o.b. Vancouver and arrange his own transporta- 
tion. In order to ensure that this opportunity is available at all times, 
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it will be necessary for B.C.S.R. to include on all price lists which 
it issues for British Columbia or for any locality in the Prairie 
Provinces, a statement of its price f.o.b. Vancouver, and to advise 
customers that they may make their purchases on the f.o.b. basis. 


In the case of Alberta beet sugar, no separate price lists 
are employed in the areas where prices are based on the Vancouver 
price plus freight, as Alberta beet sugar is either sold at the same 
price as cane sugar, as in Alberta, or at a fixed cane-beet differen- 
tial. Nevertheless, there are indications in the evidence that in some 
circumstances customers find it advantageous to take delivery of 
sugar at one point and arrange delivery to other points themselves. 
We believe that economies may be achieved when the customer as well 
as the supplier is continually seeking to make savings in transportation 
costs. For this reason, we think that in the purchase of sugar the 
customer should be free at all times to designate the place at which he 
wishes to take delivery of sugar at the price prevailing at that place, 
and he should be equally free to arrange further transportation as he 
sees fit without objection or hindrance by the supplier. 


5. Position of Manitoba Sugar 


Under the price structure which exists in Western Canada 
the price of sugar, in the absence of internal competition presses 
against the ceiling set by possible entry of offshore sugars. If there 
is any development of competition among domestic suppliers, prices, 
if they move at all, can only come down. With its situation in the 
market area where B.C.S.R. and eastern refiners both seek business 
Manitoba Sugar, as an independent company, can play an important 
part in extending the range of competitive factors which may come 
either from the east or from the west. In the Manitoba market, as 
has already been shown, Manitoba Sugar now supplies a larger part 
than B.C.S.R. (including C.S.F.) and eastern sugar combined. In the 
Canadian sugar industry, as a whole, Manitoba Sugar stands as a 
relatively small company but its position as a competitive factor in 
Manitoba and Saskatchewan is out of all proportion to its size in the 
industry. 


In any market in which a homogeneous product is sold all 
suppliers play their part in determining the level of prices. In sucha 
market the influence of even a small supplier may determine the pre- 
vailing price level. In the case of Manitoba Sugar, its position in 
some areas is by no means a minor one. 


Reference has been made to the view expressed by officers 
of B.C.S.R. that Manitoba Sugar was not regarded as a competitor 
when it was an independent company. This view was modified with 
respect to particular situations as indicated in the following evidence 
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ul oo In the earlier extract I have just read, about Manitoba 
Sugar meeting your price and giving an extra 20 cents a 
hundred, and the reaction from you of adjusting your 
prices downward in Saskatchewan, -- that surely indicates 
that Manitoba Sugar is a competitor. 


As Manitoba Sugar at that time were pushing sugar in 
Saskatchewan. On the other hand, it might have been 
St. Lawrence or it might have been Acadia or it might 
have been Canada and Dominion -- any damned competitor 
who comes into your market, and starts cutting prices, if 
you want to keep your business you have to meet it. At 
that time it was Manitoba Sugar. 


QO; So that at that time they were a competitor ? 


AO Yee a 
(Hearing, p. 336) 


Other evidence of Mr. Robertson may also be recalled in 
which he stated that Manitoba Sugar, as an independent company, 
might ''disorganize the market''. In view of the price structure which 
exists for sugar in Western Canada this can only mean that the opera- 
tions of Manitoba Sugar, as an independent company, might bring 
about a lower level of prices than would otherwise prevail. Such an 
interpretation is supported by the history of prices in various periods 
as disclosed by the evidence. 


When B.C.S.R. first began the sale of Alberta beet sugar 
in Manitoba in 1937, which at that time was being supplied entirely by 
eastern refineries, the latter resisted the sale of Alberta beet sugar 
by launching a price war, which led to successive price reductions, 
amounting in all to $1.20 per hundred pounds. This period of competi- 
tion concluded on the fourth day 1 and prices were immediately restored 
to the level which preceded the price war and the evidence showed no 
other instance of competitive price activity between B.C.S.R. and 
eastern refiners. The price war in 1937 was followed by give and take 
arrangements between B.C.S.R. and its eastern beet sugar competitor, 
in which each assisted the other in marketing beet sugar in Manitoba. 

In the post-war period price variations which B.C.S.R. has encountered 
in the sale of eastern sugar have been usually attributed to situations 
caused by variations in transportation charges, such as those which 
occurred in connection with the trucking of sugar from the Lakehead 

to points in Manitoba and Saskatchewan. 


The record of the very brief episode of price competition 
in 1937 between B.C.S.R. and eastern refiners may be contrasted with 


1. After the price reduction was countered. 
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the sustained active competition between B.C.S.R. and Manitoba 
Sugar which appears to have continued in varying degrees until control 
of Manitoba Sugar was placed in the hands of B.C.S.R. According to 
the records of B.C.S.R., the reduction in price of 45 cents per 
hundred pounds, which was put into effect in May, 1953, was main- 
tained for a period of six months and information given by Manitoba 
Sugar indicates that the corresponding reduction on its part was kept 
in effect for about a year. Other price reductions were in effect for 
other periods. 


In addition to the competitive situation which developed 
between B.C.S.R. and Manitoba Sugar in Manitoba, Manitoba Sugar 
also brought about a competitive situation in a large part of 
Saskatchewan, and as far west as Regina and Saskatoon. Its activities 
in these areas led B.C.S.R. to establish a new structure of lower 
prices in eastern Saskatchewan in an attempt to curtail or eliminate the 
competition of Manitoba Sugar. 


Under existing railway freight rates for sugar, there are 
considerable sections of Saskatchewan to which freight costs from 
Winnipeg are less than from sugar factories in Alberta. As will be 
seen from Table 19, this means that the net factory return in a number 
of instances is greater at the plant of Manitoba Sugar than at the 
factories of C.S.F. It is probable that the number of places would be 
even greater if the comparison were made on the basis of trucking 
charges and the area would be wider if the same special railway mileage 
rates applied on sugar shipped from Winnipeg as now apply from 
Alberta factories. 


Although it is the case that Manitoba Sugar secures its 
largest net return on sugar sold in the Winnipeg market when the price 
structure is based on the price lists for eastern cane sugar, it will 
also be seen from Table 19 that the amount of freight which must be 
absorbed to reach eastern Saskatchewan markets does not exceed very 
much the differences in net returns in other Manitoba localities. If 
there is further expansion in the production of Manitoba beet sugar, 
the eastern Saskatchewan market might well increase in importance 
as a market for Manitoba beet sugar. In fact, according to informa- 
tion furnished to the Commission by B.C.S.R. 8 million pounds of 
Manitoba sugar were sold in Saskatchewan in 1955. 
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Another aspect of the position of Manitoba Sugar as an 
independent company is that it is not bound to a rigid system of 
delivered prices as is the case with B.C.S.R. and C.S.F. The evi- 
dence contains several instances where Manitoba Sugar has permitted 
customers to purchase sugar on a more flexible basis in terms of 
delivery so that the customer made some saving in transportation and 
a lower price of sugar resulted. The following comment on one such 
instance was made ina B.C.S.R. Distribution Report: 
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Our only hope for correcting this situation would be to 
convince Manitoba Sugar Company of the fundamental error of 
their actions in relation to the basic pricing policy used for 
arriving at sugar prices in the prairies. 


(AMF 752-765) 


It need scarcely be said that with Manitoba Sugar under 
the control of By CG. SeRe thevoceasion ior anys erro, of this kind 
would be removed. 


The evidence in the inquiry does not provide any conclu- 
sive information as to whether with the opening of the St. Lawrence 
Seaway conditions will become more favourable for the refining of 
cane sugar at the head of the lakes or in Manitoba. It is apparent, 
however, that if favourable conditions do develop for the refining of 
raw sugar in Manitoba such activity would be more likely to be engaged 
in if Manitoba Sugar was an independent company. 


6. Conclusions 


In the course of his argument counsel for B.C.S.R. con- 
tended that the acquisition of control of Manitoba Sugar by B.C.S.R. 
would result in more, not less competition. Our appraisal of the 
situation disclosed by the evidence in the inquiry leads us to the con- 
clusion that the control of Manitoba Sugar by B.C.S.R. has the effect 
of removing competition between the two companies on a price basis 
and that this is likely to lessen competition in Manitoba and 
Saskatchewan to a degree which would not be in the public interest. 


It has been shown that B.C.S.R. and its subsidiary C.S.F. 
are the only suppliers of sugar in British Columbia and Alberta and 
that the two companies also supply all but a small part of the sugar 
sold in Saskatchewan. In relation to these markets B.C.S.R. may be 
said to have a complete or almost complete monopoly of the sale of 
sugar. In recent years Manitoba Sugar has supplied a small part of 
the Saskatchewan market with sugar but its competition in some periods 
has been sufficient in some parts of eastern Saskatchewan to bring 
about prices lower than those which would result from application of 
the basis previously used by B.C.S.R. The conclusion appears in- 
escapable to the Commission that control of Manitoba Sugar by B.C. 
S.R. will close off for the future any opportunities for the public to 
benefit from lower prices brought about by competition between 
B.C.S.R. and Manitoba Sugar in the Saskatchewan market. 
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B.C.S.R., through its subsidiary C.S.F., and Manitoba 
Sugar are both vitally interested in the sale of sugar in the Manitoba 
market where Manitoba Sugar, in recent years, has supplied more 
than half the sugar sold in that market. Although eastern refiners 
supply almost one-quarter of Manitoba's requirements and may be- 
come more interested in western markets, we believe that the 
elimination of rivalry in the Manitoba market between B.C.S.R. and 
Manitoba Sugar must be regarded as also having the effect of lessen- 
ing opportunities for competition in the Manitoba market to a signifi- 
cant degree. 


For the foregoing reasons we consider that it would not be 
m the paplic interestitor BYC.StR:.to have an interest in'or control 
over Manitoba Sugar through the purchase of shares or otherwise. 
Therefore, it is our opinion that the proposed merger should be 
renounced. We believe that the public interest would be best served 
if Manitoba Sugar operated as an independent company with no share 
interest in it or control over it held, directly or indirectly, by any 
other Canadian sugar refining company. 


It was represented on behalf of B.C.S.R. that its control 
of Manitoba Sugar would be of advantage to all persons dependent upon 
the beet sugar industry in Manitoba, including consumers and beet 
growers. These advantages, as described, appeared to rest, in the 
main, on the efficient conduct of the operations of the beet sugar 
factory in Manitoba and did not envisage any reduction in prices to the 
consumer as a result of control by B.C.S.R. We see no reason why 
the beet sugar factory in Manitoba should not be operated efficiently 
as an independent company if adequate management is provided. The 
success of an enterprise, under competitive conditions, is dependent 
on the efficiency with which its operations are conducted and it would 
seem appropriate that such a test should apply in the case of a beet 
sugar factory, as in the case of other enterprises. 


(Sed.) C. R. Smith 


Chairman 


(Sgd.) A. S. Whiteley 


Member 


(Sgd.) Guy Roberge 


Otiaw a, Member 
January 7, 1957. 


APPENDIX A 


REFINING MARGIN, B.C.5.R. 


The following comments on the table showing the refining 
margin of B.C.S.R. were included in the Statement of Evidence: 


ws sean thercase 0155.C. 5. RK. this refining, margin is 
theoretical only in the sense that it is the margin 

which would exist if the shipment of raw sugar received 
at the Vancouver refinery was refined and sold at the 
price for refined sugar prevailing at the date the raw 
shipment was received. In the following table, monthly 
inventories of sugar are set out so that an allowance may 
be made for the distortion in the actual margin introduced 
by this factor. Any distortion would of course be greatest 
when the price of raw was changing rapidly and in the table 
below this becomes a diminishing factor in the last half 

of the period covered. 
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Footnotes to Table 24 

1. Inventories of refined have been included by converting refined 
sugar to the equivalent in raw sugar using the Tratzo; 735 
pounds of refined equals ‘00 pounds of raw, 

2. Excludes sugar for wine manufacturers, 

3. This is the laid-down cost in Canadian funds in the warehouse 
at the refinery including duty, and polarization allowance 
for degrees variant from 96° basis. 

4, The selling price is the list price for 100 pounds of granulated 
sugar in cotton bags, f,o.b. Vancouver, less 5% wholesale 


discount, 


5, Average cost of high and low grades,"' 


APPENDIX B 


COMPARISON OF U.S. REFINERS' MARGIN 
With DRACO. BeCuS.R. 


The following comments on the table comparing the 
refining margin of B.C.S.R. with U.S. refiners' margin were included 
in the Statement of Evidence: 


"The Agricultural Marketing Service of the United States 
Department of Agriculture publishes a bulletin entitled 
'The Sugar Situation' in which the United States refiners' 
theoretical refining margin is set out. The margin is 
again theoretical in the sense that much of the raw sugar 
received in a shipment may not be refined and sold at the 
price for refined prevailing at the time the shipment is 
received. In addition, the figures used are monthly 
averages - the raw sugar prices are compiled from the 
New York Coffee and Sugar Exchange spot prices, and 
the refined sugar prices are average net wholesale prices 
in New York. The data given inthe table below are 
compiled from 'The Sugar Situation' for March 12, 1956 and 
from Table 24. 
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Table 25 (continued) 


a a a 


Aug. 8.62 05 
Sept. B62 E59 Foe ao: 
Oct, S02 1,49 OPE fe 
Nov. 8.62 1.64 zZ. 84 
Dec. oe ke bes 2.80 
Jan, 1953 8.41 L;33 2.68 
Feb. ake ie bs oe 
Mar. 8.48 ga 2.64 
Apr. 8.58 1.66 2.58 
May 8.56 P69 
June 8.58 Sod Cre 
July 8.62 1.67 east 
Aug. 8.67 i he 2.59 
Sept. 8.67 lege: 
Wet, B.07 rie ADU 
Nov. 8.52 Neo te: 
Dec. 8.48 1739 Zoe 
Jan, 1954 8.48 1.90 
Peb. 8.48 [439 ta Bis Ke 
Mar. 6.56 1,84 Zio 
Apr. 8.62 1.89 234 
May 8.62 1.98 2.48 
June Sade | Die Oe 
July 8.62 1.88 
Aug. 8.62 1.99 2.45 
Sept. 8.54 rales 
Oct. 8.48 one 
Nov. 8.48 Lag tora he 
Dec. 8.48 L295 Bie ded, 
Jan, 1955 8.48 P96 Lio 
Feb. 8.46 1.98 CARN be, 
6,35 2.90 Faget ie 
8.35 2.02 
S720 b.89 vega oe: 
8.38 1.84 rapar as 
8336 L282 2,03 
Cs Lop tt hago}: 
8.38 1,84 
8.46 1,86 aad if | 
1, Where the refining margin is not shown, no shipments of 


raw sugar were received by B.C.S.R. during the month 
indicated. Where two or more shipments were received 


during one month, an average margin has been calculated." 
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